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Introduction

The Internal Revenue Bulletin is the authoritative instrument
of the Commissioner of Internal Revenue for announcing offi-
cial rulings and procedures of the Internal Revenue Service
and for publishing Treasury Decisions, Executive Orders, Tax
Conventions, legislation, court decisions, and other items of
general interest. It is published weekly and may be obtained
from the Superintendent of Documents on a subscription
basis. Bulletin contents are consolidated semiannually into
Cumulative Bulletins, which are sold on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application
of the tax laws, including all rulings that supersede, revoke,
modify, or amend any of those previously published in the
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of in-
ternal management are not published; however, statements
of internal practices and procedures that affect the rights
and duties of taxpayers are published.

Revenue rulings represent the conclusions of the Service on
the application of the law to the pivotal facts stated in the
revenue ruling. In those based on positions taken in rulings
to taxpayers or technical advice to Service field offices,
identifying details and information of a confidential nature
are deleted to prevent unwarranted invasions of privacy and
to comply with statutory requirements.

Rulings and procedures reported in the Bulletin do not have
the force and effect of Treasury Department Regulations,
but they may be used as precedents. Unpublished rulings
will not be relied on, used, or cited as precedents by Service
personnel in the disposition of other cases. In applying pub-
lished rulings and procedures, the effect of subsequent leg-
islation, regulations, court decisions, rulings, and proce-

and by applying the tax law with integrity and fairness to
all.

dures must be considered, and Service personnel and oth-
ers concerned are cautioned against reaching the same con-
clusions in other cases unless the facts and circumstances
are substantially the same.

The Bulletin is divided into four parts as follows:

Part .—1986 Code.
This part includes rulings and decisions based on provisions
of the Internal Revenue Code of 1986.

Part Il.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions, and Subpart B, Legislation and Related
Committee Reports.

Part lll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and Sub-
parts. Also included in this part are Bank Secrecy Act Admin-
istrative Rulings. Bank Secrecy Act Administrative Rulings
are issued by the Department of the Treasury’s Office of the
Assistant Secretary (Enforcement).

Part IV.—Items of General Interest.
This part includes notices of proposed rulemakings, disbar-
ment and suspension lists, and announcements.

The first Bulletin for each month includes a cumulative index
for the matters published during the preceding months.
These monthly indexes are cumulated on a semiannual basis,
and are published in the first Bulletin of the succeeding semi-
annual period, respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.






Actions Relating to Court Decisions

It is the policy of the Internal Revenueof memorandum Tax Court opinions, a3 he semiannual consolidation appears in
Service to announce at an early dateell as those of the United States Districthe first Bulletin for July and in the Cu-
whether it will follow the holdings in cer- Courts, Claims Court, and Circuit Courtsnulative Bulletin for the first half of the
tain cases. An Action on Decision is thef Appeal. Regardless of the court decidyear, and the annual consolidation ap-
document making such an announcemerifig the case, the recommendation of angears in the first Bulletin for the follow-
An Action on Decision will be issued atAction on Decision will be published ining January and in the Cumulative Bul-
the discretion of the Service only on unthe Internal Revenue Bulletin. letin for the last half of the year.
appealed issues decided adverse to theThe recommendation in every Action The Commissioner ACQUIESCES in
government. Generally, an Action on Deon Decision will be summarized as acthe following decisions:
cision is issued where its guidance woulduiescence, acquiescence in result only, .

. . . B . Internal Revenue Service v. Wald-
be helpful to Service personnel workingor nonacquiescence. Both “acquies- ; 1

) AL . " p . . » schmidt (In re Bradley),

with the same or similar issues. Unlike &ence” and “acquiescence in result only (M.D. Tenn. 1999)

Treasury Regulation or a Revenue Rulingnean that the Service accepts the holding* " '

an Action on Decision is not an affirma-of the court in a case and that the Service Estate of Mellinger v. Commis-
tive statement of Service position. It is nowill follow it in disposing of cases with  sioner? 112 T.C. 4 (1999)

intended to serve as public guidance arttie same controlling facts. However, “ac-
may not be cited as precedent. guiescence” indicates neither approval .. . issionep

Actions on Decisions shall be reliednor disapproval of the reasons assigned sidiaries v. Commissioner,

e : . S 109 T.C. 21 (1997)
upon within the Service only as concluby the court for its conclusions; whereas,
sions applying the law to the facts in théacquiescence in result only” indicates Boyd Gaming Corporation v. Com-
particular case at the time the Action omlisagreement or concern with some or all missioner?
Decision was issued. Caution should bef those reasons. Nonacquiescence signi-F.3d (9th Cir. 1999)
exercised in extending the recommenddies that, although no further review was o
tion of the Action on Decision to similarsought, the Service does not agree with 1 1€ Commissioner NONACQUI-
cases where the facts are different. Morghe holding of the court and, generally=SCES in the following decisions:
over, the recommendation in the Actiorwill not follow the decision in disposing  \ulcan Materials Company and Sub-
on Decision may be superseded by newf cases involving other taxpayers. In ref- sjdiaries v. CommissioneP
legislation, regulations, rulings, cases, ogrence to an opinion of a circuit court of 96 T.C. 410 (1991)
Actions on Decisions. appeals, a nonacquiescence indicates that . .

Prior to 1991, the Service published ache Service will not follow the holding on St Juge Medical, Inc. v. Commis-
quiescence or nonacquiescence only i nationwide basis. However, the Service SION€" ,
certain regular Tax Court opinions. Thewill recognize the precedential impact of 34 F.3d 1394 (8th Cir. 1994)
Service has expanded its acquiescentiee opinion on cases arising within the Hospital Corp. of America and Sub-
program to include other civil tax casevenue of the deciding circuit. sidiaries v. Commissioner,
where guidance is determined to be help- The announcements published in the 109 T.C. 21 (1997)
ful. Accordingly, the Service now may ac-weekly Internal Revenue Bulletins are
qguiesce or nonacquiesce in the holdingsonsolidated semiannually and annually.

Hospital Corp. of America and Sub-

1 Acquiescence in result only relating to whether gain on the sale of the debtor’s residence is excluded from gross indoandroipticy estate to the extent pro-
vided by I.R.C. 8121 and in accord with section 1398.

2 Acquiescence in result only relating to whether, for estate tax valuation purposes, a minority interest in a closely-tatidrcogid in a Qualified Terminable

Interest Property (QTIP) trust, which is includible in the gross estate under I.R.C. §2044, is aggregated with a miestify thiesame corporation that is includi-
ble in a decedent’s gross estate under other provisions of the Code.

3 Acquiescence in result only relating to whether the tests developed under the investment tax credit (ITC) prior to thptit®@8dfalle cost recovery system are
applicable in determining a structural component for the purposes of Accelerated Cost Recovery System (ACRS) and Moéifseadd\Coelt Recovery System
(MACRS).

4 Acquiescence in result only relating to whether a meal furnished by the taxpayer/employer on its business premises teaisdumplsyed for “the conve-

nience of the employer” within the meaning of that phrase in section 119 of the Internal Revenue Code.

5 Nonacquiescence in result only relating to whether the term “accumulated profits” as used in the denominator of the shetioe®@id credit fraction before
the Tax Reform Act of 1986 means all of a foreign corporation’s accumulated profits for the taxable year. This reviseddstisioo clarifies the Service’s posi-
tion on this issue in cases appealable to the 11th Circuit.

6 Nonacquiescence in result only relating to whether section 1.861-8(e)(3) of the Income Tax Regulations is invalid as Ri§@iecbtobined taxable income

(CTI) calculations.

7 Nonacquiescence in result only relating to whether certain items treated as tangible personal property and depreciatgehovecavéry period were in fact
structural components of the buildings to which they relate which must be depreciated over the same recovery periodiagshedmsilant to I.R.C. § 168.
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Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 3221.—Rate of Tax Federal Register(63 F.R. 50819) under tled to a supplemental annuity from the

section 3221(d). The proposed regulaRRB, the employer is subject to an excise
26 CFR 31.3221-4: Exception from supplemental tions provide guidance regarding the setax equal to the amount of the supplemen-
tax. tion 3221(d) exception from the tax im-tal annuity paid to the employee (plus a
T.D. 8832 posed under section 3221(c) with respegtercentage determined by the RRB to be

to employees covered by a supplementsulfficient to cover administrative costs at-
DEPARTMENT OF THE TREASURY pension plan of the employer establishettibutable to those supplemental annuity

Internal Revenue Service pursuant to an agreement reached througlyments).

26 CFR Part 31 collective bargaining. Two written com-  Section 3221(d) was enacted by Public
ments were received on the proposed regaw 91-215, 84 Stat. 70, which amended

Exception From Supplemental ulations. A public hearing was held onthe Railroad Retirement Act of 1937 and

Annuity Tax on Railroad the proposed regulations on January 2@he Railroad Retirement Tax Act. The

Employers 1999. After consideration of the comyegislative history to Public Law 91-215

ments, the proposed regulations undegfdicates that the exception under section
AGENCY: Internal Revenue Servicesection 3221(d) are adopted as revised 8p21(d) from the tax imposed under sec-

(IRS), Treasury this Treasury decision. tion 3221(c) was “directed primarily at
, , Under the Railroad Retirement Act ofthe situation existing on certain short-line
ACTION: Final regulations. 1974, as amended, codified at 45 U.S.Gajlroads which are owned by the steel

. 281 etseq., if an employee has performeghmpanies. The employees of these lines

final regulations that provide guidance {qne rajiroad industry, including Servicésypplemental pension plans established
employers covered by the Railroad Reyjith the railroad industry before Octobeyrsuant to collective bargaining agree-
tirement Tax Act. The Railroad Retire-1 1981, the Railroad Retirement Boar
ment Tax Act imposes a supplemental taRRB) will pay the employee a supple
on those employers, at a rate determingdental annuity at retirement.
by the Railroad Retirement Board, to fungnonthly amount of the supplemental angill no longer be required to pay a tax to
the Railroad Retirement Board's supplenuity ranges from $23 to $43, based on theance the supplemental annuity fund

mental annuity benefit. These regulationgmployee’s number of years of Servicey it will be required to reimburse the Rail-’
provide rules for applying the exceptionsee 45 U.S.C. 231b(e). Under 45 U.S.Gpad Retirement Board for any supple-
from the supplemental annuity tax with231a(h)(2), the employee’s SlJppIement%ental annuities that their employees may
respect to employees covered by a supplgnnuity is reduced by the amount of P&Be paid upon retirement.” S. Rep. 91—
mental pension plan established pursuantents received by the employee from anycy g1 o Cong., 2d Sess. 6 (Febru.ary 3
to a collective bargaining agreement anglan determined by the RRB to be a SuDIQ?b) o . ,
for applying a related excise tax with replemental pension plan of the employer, to '

spect to employees for whom the excepthe extent those payments are deriveBxplanation of Provisions

tion applies. from employer contributions.

Section 3221(c) imposes a tax on each These regulations retain the rules set
DATES: Effective Date: These regula- rajlroad employer to fund the supplementorth in the proposed regulations for de-

tions are effective August 6, 1999. tal annuity benefits payable by the RRBtermining whether a plan is a supplemen-

Applicability Date: These regulations The tax imposed under section 3221(c) &l pension plan established pursuant to an
generally apply beginning on October 1pased on work-hours for which compenagreement reached through collective bar-
1998, except as provided in 831.3221sation is paid. The RRB establishes th@aining. Under these regulations, a plan
4(e)(2). rate of tax under section 3221(c) quaris a supplemental pension plan only if the

terly, and calculates the rate to generafddan is a pension plan within the meaning
FOR FURTHER INFORMATION CON- g fficient tax revenue to fund the RRB's0f §1.401-1(b)(1)(i). Under this defini-

TACT: Linda S. F. Marshall, (202) 622-¢rrent supplemental annuity obligationstion, a plan is a pension plan only if the
6030 (not a toll-free number). Under section 3221(d), the tax impose@lan is established and maintained pri-
. by section 3221(c) does not apply to amarily to provide systematically for the
SUPPLEMENTARY INFORMATION: employer with respect to employees wheayment of definitely determinable bene-
Background are covered by a supplemental pensidits to employees over a period of years,
plan established pursuant to an agreemeusgually for life, after retirement. Thus, for
This document contains amendments teached through collective bargaining beexample, a plan generally is not a supple-
the Employment Tax Regulations (2Gween the employer and employeesmental pension plan if distributions from
CFR Part 31) under section 3221(d). ORowever, if an employee for whom thethe plan that are attributable to employer
September 23, 1998, REG-209769-9%mployer is relieved of any tax under theontributions may be made prior to a par-
1998-41 I.R.B. 8, was published in thesection 3221(d) exception becomes entticipant’s death, disability, or termination

thents between the steel companies and
the unions representing the majority of
Theeir employees. * * * [T]hese railroads
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of employment. See Rev. Rul. 74-254 As provided in the proposed regulationgjon of the final regulations clarifying
(1974-1 C.B. 90); Rev. Rul. 56-693these regulations also require that the RRBhat constitutes a plan established pur-
(1956-2 C.B. 282). Apension plan that isletermine that a plan is a private pensiosuant to a collective bargaining agreement
tax-qualified under section 401(a) is subunder its regulations in order for the plan tovith respect to an employee for purposes
ject to special rules with respect to joinbe a supplemental pension plan under segf section 3221(d). Accordingly, the final
and survivor benefits under sectiongion 3221(d) and these regulations. Thigegulations provide that the definition in
401(a)(11) and 417. requirement is included because the seg31.3221-4(c) applies beginning on Janu-
One commentator requested clarification 3221(d) exception to the sectioryry 1, 2000.
tion that these regulations do not precludd221(c) tax is based on the assumption that
a plan from being a supplemental pensioany participant for whom the exception apSpecial Analyses
plan merely because the plan provides fglies will receive a reduced supplemental . .
a single sum distribution form (in additionannuity because of the supplemental pen- It has been determined that this Trea-
to providing for periodic payments as desion plan on account of which the sectiof“"Y decision is not a significant regula-
scribed above). A plan is not precluded221(c) tax is eliminated. tory action as defined in Executive Order
from being a pension plan within the These regulations also retain the rules2866. Therefore, a regulatory assess-
meaning of §1.401-1(b)(1)(i) merely beset forth in the proposed regulations fof*ent is not required. It also has been de-
cause it provides for a single sum distribdetermining whether a plan is establishe@fm'ned 'that section 553(b) of the Ad-
ution form in addition to providing for the pursuant to a collective bargaining agredhinistrative Procedure Act (5 U.S.C.
required periodic payment forms. Seénent with respect to an employee. Theég‘apter 5) does not apply to these regula-
section 417(e)(1) and (2). Thus, the avairules generally follow the rules applicabldions, and because the regulation does not
ability of a single sum distribution form to qualified plans for this purpose. Undetmpose a collection of information on
(offered in addition to the periodic pay-these regulations, a plan is establishegmall entities, the Regulatory Flexibility
ment form or forms described abovepursuant to a collective bargaining agreeAct (5 U.S.C. chapter 6) does not apply.
does not preclude a plan from being &ent with respect to an employee only iPursuant to section 7805(f) of the Internal
supplemental pension plan under thegée employee is included in the collectiviRevenue Code, the notice of proposed
regulations. bargaining unit covered by the collectiverulemaking preceding these regulations
Another commentator requested clarifibargaining agreement. was submitted to the Small Business Ad-
cation that a plan in which the employer One commentator maintained that emministration for comment on its impact on
contribution is discretionary or condi-ployers should also be exempted frorsmall businesses.
tioned on contributions made at the elecupplemental annuity tax with respect to .
tion of employees pursuant to a qualifiedionbargaining unit employees covered piprafting Information
cash or deferred arrangement described gnplan that is the subject of collective bar- principal author of these regula-
section 401(k)(2) could not qualify as &daining. The IRS and Treasury Depart i) inda s, F. Marshall, Office of the
supplemental pension plan under sectiofent have determined that it is inapy .. i-1o chief Counsel (Employee Ben-
3221(d) and the regulations. A plan tharopriate to extend the exception to

efits and Exempt Organizations). How-

provides for discretionary employer connonbargaining unit employees. This deéver, other personnel from the IRS and

ibuti i rmination is consistent with the RRB’s . . .
tributions cannot be a pension plan undd? Treasury Department participated in their

§1.401(b)-1(b)(1)(i) because it does nodministrative rulings. As noted below,
provide for the payment of definitely de-the final regulations include a delayed ef(_jevelopment.

terminable benefits. Under sectiorfective date for this requirement. * ok ok k%

401(k)(1), a qualified cash or deferred Section 3221(d) imposes an excise tax

arrangement under section 401(k) must qual to the amount of the supplementadoption of Amendments to the

part of a profit-sharing or stock bonugnnuity paid to any employee with respedRegulations

plan, a pre-ERISA money purchase plarf® Whom the employer has been excepted _ _
or a rural cooperative plan. Thus, a plafom the section 3221(c) excise tax under AC((IjOI;den%hl/l, 26_ CFR part 31 is
that provides for a section 401(k) qualifiedne section 3221(d) exception. These re§mended as folOWs.

cash or deferred arrangement with enflations retain the rules set fprth in theA RT 31—EMPLOYMENT TAXES AND
ployer matching contributions cannot be 8r0Posed regulations for applying this €x¢ ) | EcTION OF INCOME AT

pension plan under §1.401(b)— 1(b)(1)(if'S€ tax under section 3221(d). SOURCE
(unless the plan is a pre-ERISA money-«. e Date
purchase plan or a rural cooperative plan). Paragraph 1. The authority citation for

Thus, apart from these narrow exceptions These regulations generally apply bepart 31 continues to read in part as fol-
for certain pre-ERISA and rural cooperaginning on October 1, 1998, as providedPWws:

tive plans, neither of the types of plansn the proposed regulations. However, Authority: 26 U.S.C. 7805 * * *

noted by the commentator could qualify athe IRS and Treasury have determined Par. 2. Section 31.3221-4 is added
supplemental pension plans under sectidghat it is appropriate to provide a delayednder the undesignated center heading
3221(d) and these regulations. applicability date with respect to the por+Tax on Employers” to read as follows:
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§31.3221-4 Exception from supplementapefore the Railroad Retirement Board hagection 6109.—Identifying

tax. made such a determination, or after thayumbers

determination is no longer in force.

(4) Other requirementgReserved] 26 CFR 1.6109-2: Furnishing identifying number

: ) ¢) Collective bargaining agreemend  ©f income tax return preparer.
posed by section 3221(c). Under this e>§|( ) g gad

i . \ ~"plan is established pursuant to a coIIectiv?
ception, the excise tax imposed by section_ =~ - ) .D. 8835
3221(c) does not apply to an employerargammg agreement with respect to an

with respect to employees who are Covgmployee only if, in accordance with theDEPARTMENT OF THE TREASURY

ered by a supplemental pension plan, 44/€S Of 81.410(b)-6(d)(2) of this chapterinternal Revenue Service

defined in paragraph (b) of this sectionl'¢ €MPloyee is included in a unit of em26 CFR Part 1

: : loyees covered by an agreement that the
that is established pursuant to an agree- , ) S o
ment reached through collective bargain%ecretary of Labor finds to be a collectivéd-urnishing Identifying Number

ing between the employer and employeeQargaini”g agreement between employeaf Income Tax Return Preparer

within the meanina of paragraph (o) of €Presentatives and one or more employ- _ )

this section. 9 of paragraph (c) ers, provided that there is evidence thgtCENCY: Internal Revenue Service
(b) Definition of supplemental pension"etirement benefits were the subject ofiRS), Treasury.

plan—(1) In general. A plan is a supple- 900d faith bargaining between employeg 1 o Temporary and final regula-
mental pension plan covered by the seféPresentatives and the employer or em-
tion 3221(d) exception described in paraPlOyers.
graph (a) of this section only if it meets (d) Substitute section 3221(d) excis&§UMMARY: This document contains
the requirements of paragraphs (b)(2)px. Section 3221(d) imposes an excisgemporary and final regulations that allow
through (b)(4) of this section. tax on any employer who has been eXncome tax return preparers to elect an al-
(2) Pension benefit requirementa  cepted from the excise tax imposed undegrnative to their social security number
plan is a supplemental pension plagection 3221(c) by the application of sec(cSSN) for purposes of identifying them-
within the meaning of this section only iftion 3221(d) and paragraph (a) of this seelves on returns they prepare. The regu-
the plan is a pension plan within thdion with respect to an employee. The eXations are needed to implement changes
meaning of §1.401-1(b)(1)(i) of thiscise tax is equal to the amount of thenade to the applicable law by the Internal
chapter. Thus, a plan is a supplementabpplemental annuity paid to that emRevenue Service Restructuring and Re-
pension plan only if the plan provides foployee under 45 U.S.C. 231a(b), plus &orm Act of 1998. The regulations affect
the payment of definitely determinablepercentage thereof determined by thimdividual preparers who elect to identify
benefits to employees over a period oRailroad Retirement Board to be suffithemselves using a number other than
years, usually for life, after retirement. Acient to cover the administrative costs atheir SSN. The text of the temporary reg-
plan need not be funded through a qualiributable to such payments under 4blations also serves as the text of the pro-
fied trust that meets the requirements df.S.C. 231a(b). posed regulations set forth in REG—
section 401(a) or an annuity contract that (e) Effective date(1) In general. Ex- 105237-99, see page 331.
meets the requirements of section 403(&kpt as provided in paragraph (e)(2) of .
in order to meet the requirements of thignis section, this section applies beginnin§ATES: Effective Date:These regula-
paragraph (b)(2). A plan that is a profiton October 1, 1998. tions are effective August 12, 1999.
sharing plan within the meaning of (2) Delayed effective date for collective APPlicability Date: For dates of appli-
§1.401-1(b)(2)(ii) of this chapter or apargaining agreement provisionsPara- Cability of these regulations, see
stock bonus plan within the meaning Obraph () of this section applies beginnin§§1-6109_2(d) and 1.6109-2T(d).
§1.401-1(b)(1)(iii) of this chapter is not agp, January 1, 2000.

(a) General rule. Section 3221(d) pro-
vides an exception from the excise tax im-

supplemental pension plan within the FOR FURTHER INFORMATION CON-

meaning of this paragraph (b) John M. Da|l’ymp|e, TACT: Andrew J. KeySO, (202) 622-4910
(3) Railroad Retirement Board determi- Acting Deputy Commissioner (N0t @ toll-free call).

nation with respect to the plarA plan is of Internal Revenue.

a supplemental pension plan within the SUPPLEMENTARY INFORMATION:

meaning of this paragraph (b) with reApproved July 27, 1999. Background

spect to an employee only during any pe-

riod for which the Railroad Retirement Donald C. Lubick,  Section 6109(a)(4) of the Internal Rev-

Board has made a determination under 20 Assistant Secretary of enue Code provides that any return or

CFR 216.42(d) that the plan is a private the Treasury. claim for refund prepared by an income

pension, the payments from which will tax return preparer must bear the identify-

Filed by the Office of the Federal Register on Au-lqg number of the preparer as required by

result in a reductlo'n in the employeeéusts, 1999, 8:45 a.m., and published in the issue 0 . .
supplemental annuity payable under 4%16 Federal Register for August 6, 1999, 64 r geégulations prescribed by the Secretary.
U.S.C. 23la(b). A plan is not a suppleazgsy) Prior to its amendment by the Internal

mental pension plan for any time period Revenue Service Restructuring and Re-
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form Act of 1998 (Public Law 105-206,tions is Andrew J. Keyso, Office of Assis-quired by §1.6695-1(b) to sign the return
112 Stat. 685 (RRA '98)), section 6109(ajant Chief Counsel (Income Tax & Ac-or claim for refund. In addition, if there is

provided that the identifying number ofcounting). However, other personneh partnership or employment arrangement
an individual preparer was that preparerfrom the IRS and Treasury Departmenietween two or more preparers, the iden-

social security number (SSN). participated in their development. tifying number of the partnership or em-
Section 3710 of RRA'98 amended sec- e e ployer must also appear on the return or
tion 6109(a) by removing the requirement claim for refund. For the definition of the
that an individual preparer’s identifying Adoption of Amendments to the term income tax return preparer (or pre-
number be the preparer’s SSN. Insteagkegulations parer) see section 7701(a)(36) and
the Secretary may prescribe alternatives §301.7701-15 of this chapter.
to the SSN for purposes of identifying in- Accordingly, 26 CFR part 1 is amended (2) The identifying number of a pre-
dividual preparers. as follows: parer who is an individual (not described
Explanation of Provisions PART 1—INCOME TAXES in paragraph (a)(3) of this section) is that

individual’s social security account hum-
On December 21, 1998, the IRS pub- Paragraph 1. The authority citation fol€r, or such alternative number as may be

lished Notice 98-63, 1998-51 IRB 15, tdPart 1 continues to read in part as follows?rescribed by the Internal Revenue Ser-

inform preparers of the IRS’s intention to Authority: 26 U.S.C. 7805 * * * vice in forms, instructions, or other appro-

develop a system of alternative identify- Par. 2. Section 1.6109-2 is amended bpriate guidance.

ing numbers. This document contains 1. REViSing the first sentence of para- (3) The Identlfylng number of a pre-

amendments to the Income Tax Regul&raph (a) introductory text; parer (whether an individual, corporation,
tions (26 CFR part 1) to allow individual 2 Adding paragraph (d). or partnership) who employs or engages
preparers to either use their SSN or elect The revision and addition read as folone or more persons to prepare the return
an alternative identifying number for pur_lows: or claln_w for refund (other than for t_he pre-
poses of identifying themselves on retumg, ¢, 1o 5 Furnishing identifying numberggtriirz i?utrrr]lzte?reparers employer identifi-
they prepare. The IRS will develop &t income tax return prebarer .

form on which preparers may apply for an preparer. (b) and (c) [Reserved]. For further
alternative identifying number. (a) Furnishing identifying numberFor  9uidance, see 81.6109-2(b) and (c).

returns or claims for refund filed prior to (d) Effective dateParagraph (a) of this

January 1, 2000, each return of tax und&€ction and this paragraph (d) apply to re-

It has been determined that this Tressubtitle A of the Internal Revenue Code of!"nS Or claims for refund filed after De-
sury decision is not a Significant reguia.C|aim for refund of tax under SUbtit'eAOfcembfer ‘zlf’ilggg For returns or claims
tory action as defined in Executive Ordefhe Internal Revenue Code prepared gipr refund filed prior to January 1, 2000,
12866. Therefore, a regulatory asses§ne or more income tax return preparers®€ §1.6109-2(a).

Special Analyses

ment is not required. It also has been dédust bear the identifying number of the Robert E. Wenzel,
termined that section 553(b) of the AdPreparer required by §1.6695-1(b) to sign Deputy Commissioner of
ministrative Procedure Act (5 U.S.c.the return or claim for refund. * ** Internal Revenue.
chapter 5) does not apply to these regula- * % % % %

tions, and because these regulations do Approved August 3, 1999.

not impose a collection of information on (d) Effective date Paragraph (a) of this
small entities, the Regulatory Flexibility section and this paragraph (d) apply to re-
Act (5 U.S.C. chapter 6) does not apphyturns or claims for refund filed prior to
For the applicability of the RegulatoryJanuary 1, 2000. For returns or claims for
Flexibility Act (5 U.S.C. chapter 6) referrefund filed after December 31, 1999, S€E:iled by the Office of the Federal Register on Au-

Donald C. Lubick,
Assistant Secretary of
the Treasury.

to the Special Analyses section of the pré81.6109-2T(a). gust 11, 1999, 8:45 a.m., and published in the issue
amble of the cross-reference notice of Par. 3. Section 1.6109-2T is added tof the Federal Register for August 12, 1999, 64 F.R.
proposed rulemaking published in theead as follows: 43910)

Proposed Rules section in this issue of t S .
Federal Register. Pursuant to sectionr§1'6log_2T Furnishing identifying

7805(f) of the Internal Revenue Code'UMber of income tax return preparer  Section 6621.— Determination
these regulations will be submitted to thétemporary). of Interest Rate

Chief Counsel for Advocacy of the Small Furnishing identifvina numbefi1

Business Administration for comment orEa(si)i r;turr? of ?axcieortci/air?] four rgt?}m)j 0f26 CFR 301.6621-1: Interest rate.
their impact on small business. tax, under subtitle A of the Internal Rev- Interest rates; underpayments and
enue Code prepared by one or more imverpayments.The rate of interest deter-
come tax return preparers must includmined under section 6621 of the Code for
The principal author of these regulathe identifying number of the preparer rethe calender quarter beginning October 1,

Drafting Information
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1999, will be 8 percent for overpaymentpayment and for the rules for determiningngly, an overpayment rate of 8 percent (7
(7 percent in the case of corporate ovethe applicable date. Section 6621(c) angercent in the case of a corporation) and
payments), 8 percent for underpayment$, 301.6621-3 are generally effective foan underpayment rate of 8 percent are es-
5.5 percent for the portion of a corporatg@eriods after December 31, 1990. tablished for the calendar quarter begin-
overpayment exceeding $10,000, and 10 Section 6621(b)(1) provides that thening October 1, 1999. The overpayment
percent for large corporate underpaySecretary will determine the federal shortrate for the portion of a corporate over-

ments. term rate for the first month in each calenpayment exceeding $10,000 for the calen-
dar qugrter. _ dar quarter beginning October 1, 1999, is
Rev. Rul. 99-36 Section 6621(b)(2)(A) provides that thes 5 percent. The underpayment rate for

Section 6621 of the Internal Revenuéederal short-term rate determined undgirge corporate underpayments for the
Code establishes the rates for interest ¢h6621(b)(1) for any month applies during:ajendar quarter beginning October 1,
tax overpayments and tax underpaymentie first calendar quarter beginning aftejggg, is 10 percent. These rates apply to
Under § 6621(a)(1), the overpayment ratguch month. amounts bearing interest during that cal-
beginning October 1, 1999, is the sum of Section 6621(b)(3) provides that thgngar quarter.
the federal short-term rate plus 3 percentederal short-term rate for any month is |hterest factors for daily compound in-
age points (2 percentage points in the catee federal short-term rate determinegh est for annual rates of 5.5 percent, 7
of a Corporation), except the rate for thé’uring such month by the Secretary in aﬁjercent' 8 percent' and 10 percent are
portion of a corporate overpayment of tagordance with § 1274(d), rounded to the | iched in Tables 16, 19, 21, and 25 of
exceeding $10,000 for a taxable period igearest full percent (or, if a multiple of . 5.0« 95 17 1995-1 C.B. 556. 570
the sum of the federal short-term rate plud/2 of 1 percent, the rate is increased 9,3 575 4ng 579, Y
0.5 of a percentage point for interest conthe next highest full percent). Annual interest rates to be compounded
putations made after December 31, 1994. Notice 88-59, 1988-1 C.B. 546, an'daily pursuant to § 6622 that apply for
Under § 6621(a)(2), the underpaymentounced that, in determining the quarter%rior iod . )

X . periods are set forth in the tables ac
rate is the sum of the federal short-terrinterest rates to be used for overpaymen %mpan ing this revenue rulin
rate plus 3 percentage points. and underpayments of tax under § 662f, ying g

Section 6621(c) provides that for purthe Internal Revenue Service will use theRAFTING INFORMATION
poses of interest payable under § 6601 daderal short-term rate based on daily
any large corporate underpayment, theompounding because that rate is most The principal author of this revenue
underpayment rate under § 6621(a)(2) isonsistent with § 6621 which, pursuant téuling is Raymond Bailey of the Office of
determined by substituting “5 percentag€ 6622, is subject to daily compounding. Assistant Chief Counsel (Income Tax and
points” for “3 percentage points.” See § Rounded to the nearest full percent, thAccounting). For further information re-
6621(c) and § 301.6621-3 of the Reguldederal short-term rate based on dailgarding this revenue ruling, contact Mr.
tions on Procedure and Administration focompounding determined during theBailey on (202) 622-6226 (not a toll-free
the definition of a large corporate undermonth of July 1999 is 5 percent. Accordeall).

TABLE OF INTEREST RATES
PERIODS BEFORE JUL. 1, 1975 — PERIODS ENDING DEC. 31, 1986
OVERPAYMENTS AND UNDERPAYMENTS
In 1995-1 C.B

PERIOD RATE DAILY RATE TABLE
Before Jul. 1, 1975 6% Table 2, pg. 557
Jul. 1, 1975—Jan. 31, 1976 9% Table 4, pg. 559
Feb. 1, 1976—Jan. 31, 1978 7% Table 3, pg. 558
Feb. 1, 1978—Jan. 31, 1980 6% Table 2, pg. 557
Feb. 1, 1980—Jan. 31, 1982 12% Table 5, pg. 560
Feb. 1, 1982—Dec. 31, 1982 20% Table 6, pg. 560
Jan. 1, 1983—Jun. 30, 1983 16% Table 37, pg. 591
Jul. 1, 1983—Dec. 31, 1983 11% Table 27, pg. 581
Jan. 1, 1984—Jun. 30, 1984 11% Table 75, pg. 629
Jul. 1, 1984—Dec. 31, 1984 11% Table 75, pg. 629
Jan. 1, 1985—Jun. 30, 1985 13% Table 31, pg. 585
Jul. 1, 1985—Dec. 31, 1985 11% Table 27, pg. 581
Jan. 1, 1986—Jun. 30, 1986 10% Table 25, pg. 579
Jul. 1, 1986—Dec. 31, 1986 9% Table 23, pg. 577
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TABLE OF INTEREST RATES
FROM JAN. 1, 1987 — Dec. 31, 1998
OVERPAYMENTS UNDERPAYMENTS
1995-1 C.B. 1995-1 C.B.
RATE TABLE PG RATE TABLE PG
Jan. 1, 1987—Mar. 31, 1987 8% 21 57 9% 23 57
Apr. 1, 1987—Jun. 30, 1987 8% 21 575 9% 23 571
Jul. 1, 1987—Sep. 30, 1987 8% 21 57 9% 23 57
Oct. 1, 1987—Dec. 31, 1987 9% 23 57 10% 25 57
Jan. 1, 1988—Mar. 31, 1988 10% 73 62 11% 75 62
Apr. 1, 1988—Jun. 30, 1988 9% 71 625 10% 73 62]
Jul. 1, 1988—Sep. 30, 1988 9% 71 62 10% 73 62
Oct. 1, 1988—Dec. 31, 1988 10% 73 62 11% 75 62
Jan. 1, 1989—Mar. 31, 1989 10% 25 57 11% 27 58
Apr. 1, 1989—Jun. 30, 1989 11% 27 58 12% 29 58
Jul. 1, 1989—Sep. 30, 1989 11% 27 58 12% 29 58
Oct. 1, 1989—0Dec. 31, 1989 10% 25 57 11% 27 58
Jan. 1, 1990—Mar. 31, 1990 10% 25 57 11% 27 58
Apr. 1, 1990—Jun. 30, 1990 10% 25 57 11% 27 58
Jul. 1, 1990—Sep. 30, 1990 10% 25 57 11% 27 58
Oct. 1, 1990—Dec. 31, 1990 10% 25 57 11% 27 58
Jan. 1, 1991—Mar. 31, 1991 10% 25 57 11% 27 58
Apr. 1, 1991—Jun. 30, 1991 9% 23 577 10% 25 57
Jul. 1, 1991—Sep. 30, 1991 9% 23 57 10% 25 57
Oct. 1, 1991—0Dec. 31, 1991 9% 23 57 10% 25 57
Jan. 1, 1992—Mar. 31, 1992 8% 69 62 9% 71 62
Apr. 1, 1992—Jun. 30, 1992 7% 67 621 8% 69 623
Jul. 1, 1992—Sep. 30, 1992 7% 67 62 8% 69 62
Oct. 1, 1992—Dec. 31, 1992 6% 65 61 7% 67 62]
Jan. 1, 1993—Mar. 31, 1993 6% 17 57 7% 19 57
Apr. 1, 1993—Jun. 30, 1993 6% 17 571 % 19 573
Jul. 1, 1993—Sep. 30, 1993 6% 17 57 7% 19 57
Oct. 1, 1993—Dec. 31, 1993 6% 17 57 7% 19 571
Jan. 1, 1994—Mar. 31, 1994 6% 17 57 7% 19 57
Apr. 1, 1994—Jun. 30, 1994 6% 17 571 % 19 573
Jul. 1, 1994—Sep. 30, 1994 7% 19 57 8% 21 57
Oct. 1, 1994—0Dec. 31, 1994 8% 21 57 9% 23 57]
Jan. 1, 1995—Mar. 31, 1995 8% 21 57 9% 23 57
Apr. 1, 1995—Jun. 30, 1995 9% 23 577 10% 25 57
Jul. 1, 1995—Sep. 30, 1995 8% 21 57 9% 23 57
Oct. 1, 1995—0Dec. 31, 1995 8% 21 57 9% 23 57]
Jan. 1, 1996—Mar. 31, 1996 8% 69 62 9% 71 62
Apr. 1, 1996—Jun. 30, 1996 7% 67 621 8% 69 623
Jul. 1, 1996—Sep. 30, 1996 8% 69 62 9% 71 62
Oct. 1, 1996—Dec. 31, 1996 8% 69 62 9% 71 62!
Jan. 1, 1997—Mar. 31, 1997 8% 21 57 9% 23 57
Apr. 1, 1997—Jun. 30, 1997 8% 21 575 9% 23 571
Jul. 1, 1997—Sep. 30, 1997 8% 21 57 9% 23 57
Oct. 1, 1997—0Dec. 31, 1997 8% 21 57 9% 23 57]
Jan. 1, 1998—Mar. 31, 1998 8% 21 57 9% 23 57
Apr. 1, 1998—Jun. 30, 1998 7% 19 573 8% 21 574
Jul. 1, 1998—Sep. 30, 1998 7% 19 57 8% 21 57
Oct. 1, 1998—Dec. 31, 1998 7% 19 57 8% 21 571
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TABLE OF INTEREST RATES
FROM JANUARY 1, 1999 — PRESENT
NONCORPORATE OVERPAYMENTS AND UNDERPAYMENTS

1995-1 C.B
RATE TABLE PAGE
Jan. 1, 1999—Mar. 31, 1999 7% 19 573
Apr. 1, 1999—Jun. 30, 1999 8% 21 575
Jul. 1, 1999—Sep. 30, 1999 8% 21 575
Oct. 1, 1999—Dec. 31, 1999 8% 21 575
TABLE OF INTEREST RATES
FROM JANUARY 1, 1999 — PRESENT
CORPORATE OVERPAYMENTS AND UNDERPAYMENTS
OVERPAYMENTS UNDERPAYMENTS
1995-1 C.B 1995-1 C.B.
RATE TABLE PG RATE TABLE PG
Jan. 1, 1999—Mar. 31, 1999 6% 17 571 7% 19 573
Apr. 1, 1999—Jun. 30, 1999 7% 19 573 8% 21 575
Jul. 1, 1999—Sep. 30, 1999 7% 19 573 8% 21 575
Oct. 1, 1999—Dec. 31, 1999 7% 19 573 8% 21 575
TABLE OF INTEREST RATES FOR
LARGE CORPORATE UNDERPAYMENTS
FROM JANUARY 1, 1991 — PRESENT
1995-1 C.B.
RATE TABLE PG
Jan. 1, 1991—Mar. 31, 1991 13% 31 585
Apr. 1, 1991—Jun. 30, 1991 12% 29 583
Jul. 1, 1991—Sep. 30, 1991 12% 29 583
Oct. 1, 1991—Dec. 31, 1991 12% 29 583
Jan. 1, 1992—Mar. 31, 1992 11% 75 629
Apr. 1, 1992—Jun. 30, 1992 10% 73 627
Jul. 1, 1992—Sep. 30, 1992 10% 73 627
Oct. 1, 1992—Dec. 31, 1992 9% 71 625
Jan. 1, 1993—Mar. 31, 1993 9% 23 577
Apr. 1, 1993—Jun. 30, 1993 9% 23 577
Jul. 1, 1993—Sep. 30, 1993 9% 23 577
Oct. 1, 1993—Dec. 31, 1993 9% 23 577
Jan. 1, 1994—Mar. 31, 1994 9% 23 577
Apr. 1, 1994—Jun. 30, 1994 9% 23 577
Jul. 1, 1994—Sep. 30, 1994 10% 25 579
Oct. 1, 1994—Dec. 31, 1994 11% 27 581
Jan. 1, 1995—Mar. 31, 1995 11% 27 581
Apr. 1, 1995—Jun. 30, 1995 12% 29 583
Jul. 1, 1995—Sep. 30, 1995 11% 27 581
Oct. 1, 1995—Dec. 31, 1995 11% 27 581
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TABLE OF INTEREST RATES FOR
LARGE CORPORATE UNDERPAYMENTS—Continued

FROM JANUARY 1, 1991 — PRESENT

1995-1 C.B.
RATE TABLE PG
Jan. 1, 1996—Mar. 31, 1996 11% 75 629
Apr. 1, 1996—Jun. 30, 1996 10% 73 627
Jul. 1, 1996—Sep. 30, 1996 11% 75 629
Oct. 1, 1996—0Dec. 31, 1996 11% 75 629
Jan. 1, 1997—Mar. 31, 1997 11% 27 581
Apr. 1, 1997—Jun. 30, 1997 11% 27 581
Jul. 1, 1997—Sep. 30, 1997 11% 27 581
Oct. 1, 1997—Dec. 31, 1997 11% 27 581
Jan. 1, 1998—Mar. 31, 1998 11% 27 581
Apr. 1, 1998—Jun. 30, 1998 10% 25 579
Jul. 1, 1998—Sep. 30, 1998 10% 25 579
Oct. 1, 1998—0Dec. 31, 1998 10% 25 579
Jan. 1, 1999—Mar. 31, 1999 9% 23 577
Apr. 1, 1999—Jun. 30, 1999 10% 25 579
Jul. 1, 1999—Sep. 30, 1999 10% 25 579
Oct. 1, 1999—0Dec. 31, 1999 10% 25 579
TABLE OF INTEREST RATES FOR CORPORATE
OVERPAYMENTS EXCEEDING $10,000
FROM JANUARY 1, 1995 - PRESENT
1995-1 C.B
RATE TABLE PG
Jan. 1, 1995—Mar. 31, 1995 6.5% 18 572
Apr. 1, 1995—Jun. 30, 1995 7.5% 20 574
Jul. 1, 1995—Sep. 30, 1995 6.5% 18 572
Oct. 1, 1995—Dec. 31, 1995 6.5% 18 572
Jan. 1, 1996—Mar. 31, 1996 6.5% 66 620
Apr. 1, 1996—Jun. 30, 1996 5.5% 64 618
Jul. 1, 1996—Sep. 30, 1996 6.5% 66 620
Oct. 1, 1996—Dec. 31, 1996 6.5% 66 620
Jan. 1, 1997—Mar. 31, 1997 6.5% 18 572
Apr. 1, 1997—Jun. 30, 1997 6.5% 18 572
Jul. 1, 1997—Sep. 30, 1997 6.5% 18 572
Oct. 1, 1997—Dec. 31, 1997 6.5% 18 572
Jan. 1, 1998—Mar. 31, 1998 6.5% 18 572
Apr. 1, 1998—Jun. 30, 1998 5.5% 16 570
Jul. 1. 1998—Sep. 30, 1998 5.5% 16 570
Oct. 1, 1998—Dec. 31, 1998 5.5% 16 570
Jan. 1, 1999—Mar. 31, 1999 4.5% 14 568
Apr. 1, 1999—Jun. 30, 1999 5.5% 16 570
Jul. 1, 1999—Sep. 30, 1999 5.5% 16 570
Oct. 1, 1999—Dec. 31, 1999 5.5% 16 570
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Part lll. Administrative, Procedural, and Miscellaneous

Treasury Depreciation Study: tax-exempt use property, tax-exempestimated for newly developing industries
Request for Public Comment bond financed property, and property fofwhere historical data may not be avail-

which an election is made to use the ADSble), (5) the rules under which deprecia-
Notice 99-34 The ADS specifies use of the straight-lingion recovery periods and methods should

method with alternative recovery period$e derived from asset class lives, (6) the
(generally equal to the property’s classpplication of the methods used to com-
As directed by Congress in the Tax aniife) for calculating allowable deprecia-pute depreciation allowances, and (7) sit-
Trade Relief Extension Act of 1998 (thetion deductions. The ADS also is used taations in which the application of the
Act), the Treasury Department is conductdetermine depreciation allowances focurrent section 168 approach is inappro-
ing a comprehensive study of the recovNost tangible property for the purpose ofriate or unnecessary for the determina-
ery periods and depreciation method&omputing corporate earnings and profiton of a reasonable measure of tangible
under section 168 of the Internal Revenuection 312(k)(3)). property depreciation.
Code. This notice invites public com- Section 205 of the Act directed the Sec- Because the Treasury Department was
ment on the determination of depreciatiofetary of the Treasury (or the Secretary'girected to provide general recommenda-
recovery periods and methods. The Tre&lelegate) to conduct a comprehensiviions for determining depreciation recov-
sury Department will review and considetudy of the recovery periods and deprecery periods and methods in a more ratio-
all comments and other information reation methods under section 168. Thaal manner, the study is not intended to
ceived in response to this notice in prepa®ecretary is directed to submit the result&commend specific changes in particular

PURPOSE

ing its depreciation study. of the study, together with recommendacurrent class lives, recovery periods, or
tions for determining such periods andlepreciation methods. Thus, this notice is
BACKGROUND methods in a more rational manner, to thgn invitation to the public to submit infor-

Section 167 provides for a depreciatiorﬁ:omm'ttee on Ways and Means of thenation, including specific examples, that

deduction representing a reasonable ajiouse of Representatives and the Conwill highlight general problems with the

lowance for the exhaustion, wear and te%'ttee on Finance of the Senate no lateJurrent depreciation system, rather than

(including a reasonable allowance for ob- " March 31, 2000. narrower problems with respect to partic-
solescence) of property used in a trade EQUEST FOR PUBLIC COMMENT ular class lives or types o_f property. It is
business, or property held for the produc- also a request for analysis and commen-
tion of income. In accordance with the Act's directivetary that can lead to improvements that

Section 168 provides a modified Accelt0 study depreciation recovery perioddvill cause depreciation allowances to bet-
erated Cost Recovery System (MACRSand methods, the Treasury Departmentter reflect the actua! reductions in tangible
for determining depreciation deductionffice of Tax Analysis (OTA) requestsasset values over time or that reduce tax-
for most tangible property placed in serpublic comment and information relatingpayer compliance and IRS administrative
vice after December 31, 1986. Sectioto problems encountered under currerfturdens.

168(e) classifies tangible property into daw. OTA also seeks recommendations Taxpayers should be aware that all
number of asset types based on eitherfer possible improvements to the currenéomments and information submitted are
specific statutory provision or the prop-system. subject to public disclosure. Considera-
erty’s class life. The class life of tangible OTA is specifically interested in infor- tion will be given to all submissions re-
property is determined with reference ténation pertaining to alternative ap-ceived by November 1, 1999.

the list of class lives provided by the Treaproaches to measuring asset depreciatidMritten submissions should be sent to:
sury Department that was in effect as o_and in alterr_1ative framework_s f_or analyz- Depreciation Study

January 1, 1986, now listed in Rev. Prodng curre.nt issues in depr§C|at|on. Wh_ere Office of Tax Analysis

87-56, 1987-2 C.B. 674. A property’sappropriate, each public submission  Room 4217, Main Treasury Building
classification determines the applicablehould include an analysis (with support- 1500 pennsylvania Avenue, NW
depreciation method under sectionng data) that informs OTA on specific de- Washington, DC 20220

168(b), recovery period under sectiompreciation issues. Issues may include, but . .
168(c), and first-year convention undeneed not be limited to, the following: (1)"ternatively, comments may be submit-
section 168(d) that are used to calculaterinciples that should govern the classifit€d through the Internet tiaxpolicy@do.
the property’s allowable depreciationcation of tangible depreciable propertyl[€2s.gov The Internet _e-mwe
deductions. (2) the meaning of a class life and th&wstincludéDepreciation Study”.

Special recovery periods and methodsiethod or methods that should be used {9 AFTING INFORMATION
apply in certain situations. In particularestimate class lives, (3) the institutions
section 168(g) establishes an Alternativand procedures under which asset classThe principal author of this notice is
Depreciation System (ADS) for certaindefinitions and class lives should be rebavid Brazell, Financial Economist, Of-
property, including tangible property usedviewed and (if necessary) modified, (4¥ice of Tax Analysis. For further informa-
predominantly outside the United Statesnethods by which class lives should b&on regarding this notice, please contact
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Mr. Brazell on (202) 622-1786 (not a toll-vides that the nondiscrimination rules dd.R.B. 22: the later of (i) the last day of
free call). not apply to State and local governmentdhe last plan year beginning before Janu-
plans. In particular, § 1505 amended thary 1, 2001, or (ii) the last day of the first
Code to provide that § 401(a)(3),plan year beginning on or after the 1999
Extension of Relief Relating to 401(a)(4), and 401(a)(26) shall not applyegislative date. The amendments to
Application of Nondiscrimination to such plans. Section 1505 of TRA '94vhich the TRA '86 remedial amendment
Rules for Certain Governmental amended § 401(k) of the Code to providgeriod applies are those required to com-

Plans that State and local governmental plangly with TRA 86 and subsequent legisla-
shall be treated as meeting the requireéion through the Omnibus Budget Recon-
Notice 99-40 ments of § 401(k)(3). In addition,ciliation Act of 1993.
§ 1505(a)(3) of TRA '97 amended
l. PURPOSE § 410(c) of the Code to provide that govlll' EXTENSION OF RELIEF

ernmental plans shall be treated as meet- RELATING TO APPLICATION

This notice provides that certain gov- . OF NONDISCRIMINATION
ernmental plans shall be deemed to satis g the requirements of § 410 for pur- RULES FOR CERTAIN

f 8 401(a). This amendment to
§ 401(a)(4), 401(a)(26), 401(k)(3), and’0S€S Of 3 & . o
401(m) of the Internal Revenue Cod 410(c), by its terms, is not limited to GOVERNMENTAL PLANS
until the first day of the first plan year be-State and local governmental plans but ynqer the relief provided by this no-
ginning on or after January 1, 2001. |ftPPlies to all governmental plans withijce govemnmental plans within the mean-

accordance with this relief, the regulaIhe meaning of § 414(d). ing of § 414(d), other than those main-
tions relating to these provisions do not g Administrative Guidance tained by State or local governments or
apply until plan years beginning after that political subdivisions, agencies or instru-

date. This relief is available with respect The nondiscrimination requirementsmentalities thereof, shall be treated as sat-
to governmental plans within the meaninginder the Code were substantiallysfying the requirements of § 401(a)(4),
of § 414(d) other than plans of State anehanged by the Tax Reform Act of 1986101(a)(26), 401(k)(3), and 401(m) until
local governments or political subdivi-(TRA’86). Announcement 95-48, 1995-the first plan year beginning on or after
sions, agencies or instrumentalitie®3 I.R.B. 13, and Notice 96-64, 1996-January 1, 2001. In accordance with this
thereof. This relief is provided in light of C.B. 229, provided that the regulationselief, the regulations under 8§ 401(a)(4),
difficulties, which are unique to the gov-under 88 401(a)(4), 401(a)(26), 410(b¥01(a)(26), 401(m), 410(b) and 414(s),
ernmental employers that maintain thesand 414(s) apply, in the case of goverrand the regulations implementing
plans, in determining compliance with themental plans described in § 414(d), t& 401(k)(3), apply to governmental plans
nondiscrimination requirements. Seglan years beginning on or after the latedescribed in this part only for plan years
§ 3.07 of Rev. Proc. 99-23, 1999-1@®f January 1, 1999, or 90 days after theeginning on or after January 1, 2001.
I.R.B. 5, for the remedial amendment peopening of the first legislative session be-

riod for disqualifying provisions of theseginning on or after January 1, 1999, of thdV- COMMENTS

plans relating to these nondiscriminatiogoverning body with authority to amend  omments or suggestions regarding

and other requirements. the plan, if that body does not meet conis notice should be addressed to
tinuously (*1999 legislative date”). NO--c.pOM:CORP:R (Notice 99-40

Il. BACKGROUND tice 96-64 also provided that the regulag oy 5226 Inter.naI(Revenue Servi)c,e

A. Governmental Plans tions under 8 401(k) and (m) apply %0B 7604, Ben Franklin Station, Wash-

governmental plans only for plan yearg,gion pC 20044. Alternatively, taxpay-
Section 414(d) of the Code provideseginning on or after the later of Octobep,g may hand-deliver comments between

that the term “governmental plan” meand, 1997, or 90 days after the opening oh e hours of 8 a.m. and 5 p.m. to:

a plan established and maintained for itde first legislative session beginning or-.poM:CORP:R (Notice 99-40),

employees by the government of ther after October 1, 1997, of the goveming ,jer's desk, Internal Revenue Service,

United States, by the government of anpody with authority to amend the plan, ify111 constitution Ave., NW, Washington,

State or political subdivision thereof, orthat body does not meet ContinuouslyDC, or may submit comments electroni-

by any agency or instrumentality of anyFor plan years beginning before the apsa)1y py using the following site: cyn-

of the foregoing. The term “governmenyplicable effective date, governmentajyia grigshy@mi.irscounsel.treas.gov

tal plan” also includes any plan to whichplans are deemed to satisfy §8 401(a)(4),

the Railroad Retirement Act of 1935 o401(a)(26), 401(k), 401(m), 410(b), andv. EFFECT ON OTHER

1937 (the “Act”) applies and which is fi- 414(s). DOCUMENTS

nanced by contributions under that Act Section 3.07 of Rev. Proc. 99-23 ex- . ) .

and any plan of an international organizatended, in the case of governmental plans Notice 96-64 is modified.

tion which is exempt from taxation bydescribed in § 414(d), the remediahrAFTING INFORMATION

reason of the International Organizationemendment period under § 401(b) for cer-

Immunities Act (59 Stat. 669). tain amendments (“TRA '86 remedial The principal author of this notice is
Section 1505 of the Taxpayer Relieamendment period”) until the date deDiane S. Bloom of the Employee Plans

Act of 1997 (“TRA '97") generally pro- scribed in Rev. Proc. 98-14, 1998-®ivision. For further information regard-
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ing this notice, please contact the Em- 3. Federal Express (FedEx): FedEmated income tax payments effective

ployee Plans Division’s taxpayer assisPriority Overnight, FedEx Standardwith respect to deposits or payments

tance telephone service at (202) 622-60/vernight, and FedEx 2Day; and made after January 31, 2000.

or (202) 622-6075, between the hours of 4. United Parcel Service (UPS):

1:30 p.m. and 3:30 p.m. Eastern TimelJPS Next Day Air, UPS Next Day Air BACKGROUND

Monday through Thursday. Ms. BloomSaver, UPS 2nd Day Air, and UPS 2nd February 10, 1999, the Internal

may be reached at (202) 622-6214. The&#y Air A.M. Revenue Service announced in the Fed-

telephone numbers are not toll-free. The list above remains unchanged frorg, | Register (64 F.R. 6739) that consider-

the list published in Notice 98-47. Air-4i0n was being given to ending the pro-

_ _ _ borne, DHL, FedEx, and UPS are not degyram which allows certain reporting

Designated Private Delivery ignated with respect to any type of delivygents to transmit to the Service by mag-

Services ery service not identified above. netic tape federal tax deposit and esti-
) The list of designated PDSs and selyated income tax information.

Notice 99-41 vices set forth above will remain in effect Rey proc. 89-48, 1989-2 C.B. 599,

: L_mtil further notice. The_ Service_: will pUb'provides the requirements under which
Tlish a subsequent notice setting forth

nated private delivery services (“desig-._ . : : fualifying reporting agents may submit
nated PDSs”) set forth in Notice 98—47 " list only if a designated PDS (or sermagnetic tapes to report their clients’ fed-

vice) is added to, or removed from, theg) tax deposit payments instead of usin
“1.998|_37 I.'IR'B' 8, .forlpl:c.rlpos;es 9f 'E,hecurrent list. Delivery services that wish topaper cougons ?F)érm 8109—Federal Tag
timely mailing as timely filing/paying™ o designated in time for an upcoming filp, it C Th thorization t
rule of § 7502 of the Internal Revenu eposit Coupon). The authorization to

Code, effective September 1, 1999. Thed >cooon must continue to submit applijse magnetic tape extends only to those

list of designated PDSs remains un(?atlons by June 30th of the year preceding o ting agents who have a minimum of

that fili , ired by Rey : :
changed. Also, this notice modifies ReVpr?)c Iégglss-)e?;sorr]no?jisfi;qtl)l;/riloticye 96%“:200 clients and who satisfy all of the re-
Proc. 97-19, 1997-1 C.B. 644 and Notic '

%0) Notice 97..26 continues to rOvidequirements of the revenue procedure.
97-26, 1997-1 C.B. 413 (both previously P Rev. Proc. 89-49, 1989-2 C.B. 615,
modified by Notice 97-50, 1997-2 C.B.

pecial rules used to determine the daj§qides that certain banks and financial

that will be treated as the postmark datg +is 4 ;
305), to provide that the Service will noj: irboscs of § 7500 p fhstitutions having a Treasury Tax and
longer routinely publish an annual list off ' Loan Account (TT&L Account), and act-

designated PDSs. Instead, the ServigEFECT ON OTHER DOCUMENTS ing as fiduciaries with respect to at least

will publish a new list only when a desig- 200 taxable trusts, arequiredto submit
nated PDS (or service) is being added to, Revenue Procedure 97-19 and Noticthe trusts’ estimated income tax payment
or removed from, the current list. 97-26 are modified. Notices 97-50 anéhformation on magnetic tape instead of

Section 7502(f) authorizes the Secre?8—47 are modified and, as so modified)sing vouchers (Form 1041-ES, Esti-
tary to designate certain PDSs for th@re superseded. mated Income Tax for Estates and Trusts).
“timely mailing as timely filing/paying” In addition, the revenue procedure pro-
rule of § 7502. Rev. Proc. 97—19 provideEFFECT'VE DATE vides that authorizations will also be ex-
the criteria currently applicable for desig- This notice is effective on September 1t€nded to those fiduciaries which have at
nation of a PDS. Notice 97—26 provideg999. least 50 but fewer than 200 taxable trusts
special rules to determine the date that with or without a TT&L account and that
purposes of § 7502. Notice 97-50, modi- . _formation by magnetic tape.

: . The principal author of this notice is

fying dReV'hPrOC' 9;‘19 a”hd NO“‘?lft??‘Z?Renay France of the Office of the AssisMAGNETIC TAPE REPORTING OF
provi esl.t at eac Y'":ja” ere will be OMant Chief Counsel (Income Tax and AcFEDERAL TAX DEPOSITS IS

one application period to apply for eSIgE:ounting). For further information re- TERMINATED

nation, which will end on June 30th. Np- arding this notice, contact Ms. France at

tige.97—50 alsq providg; that the S'erV|c 02) 622-6232 (not a toll-free call). The. program under which.qualifying

will issue a notice providing a new list of reporting agents may submit magnetic
designated PDSs on or before September tapes to report their clients’ federal tax de-
1st of each year for which Rev. Proc. 97= posit information and under which certain

Elimination of Magnetic Tape

19 is in effect.
9is in effect program for Federal Tax
D

Effective September 1, 1999, the list o

fiduciaries submit magnetic tape to report
trust estimated income tax payment infor-

designated PDSs is as follows: eposits mation is terminated for federal tax de-
1. Airborne Express (Airborne): Notice 99-42 posits or estimated tax payments made
Overnight Air Express Service, Next Af- after January 31, 2000.

ternoon Service, and Second Day Service; This notice advises taxpayers of the ter- After termination of the program, cur-
2. DHL Worldwide Express (DHL): mination of the Internal Revenue Serviceent magnetic tape filers may either use

DHL “Same Day” Service and DHL USA magnetic tape program for the reportingaper coupons (Form 8109), estimated

Overnight; of federal tax deposits and certain estitax vouchers ( Form 1041-ES), or the
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Electronic Federal Tax Payment Systergection 415 Limitations on amended § 415(c)(3) to include elective

(EFTPS). If the client is required to deBenefits and Contributions deferrals described in § 402(g)(3), and
posit using EFTPS, the reporting agenyder Qualified Plans elective contributions to a § 125 cafeteria
must also use EFTPS with respect to that plan or a § 457(b) eligible deferred com-
client. In addition, the reporting agentNotice 99-44 pensation plan, in a participant’'s compen-
may voluntarily use EFTPS with respect sation, effective for limitation years be-
to any other client that is voluntarily en-l- PURPOSE ginning on or after January 1, 1998.

rolllsd ianFTpgsé 2y 109817 LRE. 1 This notice provides guidance relatin%\IhSeCtion 411I(a) p,resprihbes rrl:'les aﬁ to
E’T‘é‘ rpcf. S b - h .E.F'.I'Plto the repeal of the combined limitation en ‘?n emp oyeebs ”%_ tto |sbor er
provides information about the Sn defined benefit and defined contripyMermal retirement benefit must become

programs for Batch Filers and Bulk Fil-t- onforfeitable under a qualified plan.

n plans under § 415(e) of the Internal
ers. These electronic programs are us‘%lgevgnue (;Jode (tie chd)e) made by th%ection 411(d)(6) generally prohibits a

by Batch Filers and Bulk Filers (Filers) 105 hall Business Job Protection Act 0plan amendment, except for an amend-
submit enroliments, federal tax deposit 996 (SBJPA), Pub. L. 104-88. In adgiment described in § 412(c)(8), that has the
and federal tax payments on behalf on, this notice provides guidance on thgffect of decreasing a participant’s ac-
multiple taxpayers. The Bulk Filer Pro-2mendment to the definition of Compeng:rued benefits under the plan.

gram is recommended for Filers who aNzation under § 415(c)(3) made by th Section 1106(h) of the Taxpayer Re-

ticipate making 750 or more payments OQame act Specifically, this notice pro_orm Act of 1986, Pub. L. 99-514, pro-

a peak day. The Batch Filer program iSides questions and answers on vides that notwithstanding any other pro-
recommended for all other Filers who an- o _vision of law, except as provided in

ticipate submitting 50 or more enroll-* Benefit increases that may be providegbgylations prescribed by the Secretary of
ments. upon the repeal of § 415(e). the Treasury, a plan may incorporate by

In addition, a Single Debit Filer appli-* Plan amendments that may be adopt@gference the limitations under § 415 of
cation is available for banks and financial tO take into account the repeal ofye code. In Notice 87-21, 1987—1 C.B.
institutions that prefer to make a single § 415(e). 458, Q&A-11, the Service provided guid-
payment out of one account to cover the The treatment of the repeal of § 415(&)nce for plans to incorporate by reference
estimated taxes of multiple trusts. Filers for purposes of applying the minimumyne |imjtations of § 415, for limitation
should consult Publication 3394, EFTPS funding standards under § 412. years beginning on or after January 1,
Single Debit Guide, and Publication® The effect of the repeal of § 415(e) andgg7.

3393, EFTPS Single Debit Technical Re- the modification of & 415(c)(3) on other  gection 401(a)(4) prescribes nondis-

quirements, for assistance in using this qualification requirements. _crimination rules for qualified plans.
program. * Relief under § 7805(b)(8) for certaingection 1.401(a)(4)-2 of the Income Tax
plans that continue to use a definition oRegulations imposes requirements relat-

EFFECT ON OTHER DOCUMENTS compensation under § 415(c)(3) as ifyq to nondiscrimination in amount of
Rev. Proc. 89-48 and Rev. Proc. 89-49 existed prior to SBJPA. employer contributions under a defined
are obsolete after January 31, 2000. II. BACKGROUND contribution plan. qu this purpose,
§ 1.401(a)(4)—-2(b) provides two safe har-
EFFECTIVE DATE Section 415 of the Code imposes limibor tests, and § 1.401(a)(4)—2(c) provides

. L . . tations on contributions and benefitsi general test. Plans that satisfy one of
This notice is effectwe W'th resPeCt ©ynder qualified plans. Section 415(e) imthese safe harbors must provide for either
federal tax deposits or estimated incomg,qeq jimitations that apply to an individ-a uniform allocation formula or a uniform
tax payments made after January 3}, \ypo participates in both a definedoints allocation formula as described in
2000. benefit plan and a defined contributiorthe regulation. Under § 1.401(a)(4)-
DRAFTING INFORMATION plan maintained by the same employe&(b)(4)(iv), a safe-harbor plan does not
Section 1452(a) of SBJPA repealedail to satisfy these uniformity require-
The principal author of this Notice is§ 415(e) of the Code, effective for limita-ments merely because the plan limits allo-
Vincent G. Surabian of the Office of As-tion years beginning on or after January L;ations otherwise provided under the allo-
sistant Chief Counsel (Income Tax & Ac-2000. The limitations of § 415(e) as in efcation formula in accordance with the
counting). For further information re-fect immediately prior to this effective limitations of § 415.
garding this Notice contact Mr. Surabiardate are referred to in this notice as the Section 1.401(a)(4)-3 imposes require-
on (202) 622-4940 (not a toll-free call).“pre-SBJPA § 415(e) limitations.” ments relating to nondiscrimination in
For further information regarding alter- Section 415(c)(3) of the Code and th@mount of benefits under a defined benefit
nate reporting options available to currentegulations thereunder provide a definiplan. For this purpose, § 1.401(a)(4)— 3(b)
magnetic tape users, contact Melvyn Sion of compensation for purposes ofrovides for several safe harbor tests, and §
Barkin at (202) 283-0259 (not a toll-freecomputing the limitations on contribu-1.401(a)(4)-3(c) provides a general test.
call). tions and benefits for a participant in do satisfy one of these safe harbors, a plan
qualified plan. Section 1434 of SBJPAMust provide for a uniform normal retire-
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ment benefit, uniform post-normal retire-Q-2: If a plan is not amended to take inteeive a benefit arising from the repeal of §
ment benefit, and uniform subsidiesaccount the repeal of § 415(e), how mas15(e).
Under § 1.401(a)(4)-3(b)(6)(v), a safe-harthe benefits of plan participants be af- . . o
bor plan does not fail to satisfy these unifected? Q-4: How is the maximum permissible
formity requirements merely because tha-2: If a plan is not amended to take intd?€Nefit increase calculated for a current or
plan limits benefits otherwise providedaccount the repeal of § 415(¢), the effedP'Mer employee who has commenced
under the benefit formula or accruabn the benefits of plan participants will?€nefits under a defined benefit plan prior
method in accordance with the limitationsiepend on the plan’s existing provisiond? the effective date of the repeal of
of § 415. Plans that satisfy the general tefir applying the limitations of § 415(e) S 415(€) for the plan? o
may do so by testing benefits with or withand any other relevant plan provisions. 1A% For any limitation year beginning on
out the application of the 8 415 limitationssome circumstances, a plan’s existin r after the effective date of the_ repeal of
Section 401(b) specifies a remediaprovisions could result in automatic bene3 415(€) for the plan, the benefit payable
amendment period during which a planit increases for participants as of the efi® @ny current or former employee who
may be amended retroactively, under cefective date of the repeal of § 415(e) foP@S commenced benefits under the plan
tain circumstances, to comply with thehe plan. For example, the repeal oPprior to that date in eform not subject to_
Code’s qualification requirements. Purg 415(e) could result in automatic benefie 417(€)(3) may be increased to a benefit
suant to Rev. Proc. 99-23, 1999-16 |.R.Bncreases for participants in defined bendDat is no greater than the benefit that
5, the remedial amendment period fofit plans that incorporate by reference thé/ould have been permitted for that year
plan amendments relating to recent legigimitations under § 415. Similarly, the re-Under 8 415(b) for the employee had
lation for most plans has been extendeﬁbm of § 415(e) could result in automati€ 415(e) not limited the benefit at the time
until the last day of the first plan year beghanges to annual additions for partici®f commencement. Thus, the annual ben-
ginning on or after January 1, 2000. SeGsants in defined contribution plans. efit for limitation years beginning on or
tion 4 of Rev. Proc. 99-23 provides that after the effective date of the repeal of
this remedial amendment period applie®-3: May a defined benefit plan provide§ 415(e) for the plan is limited to the
to plan amendments made to implemerior benefit increases to reflect the reped 415(b) limitation for the employee (in-
the repeal of § 415(e). of § 415(e) for a current or former em-creased for cost-of-living-adjustments, if
ployee who has commenced benefitthe plan provided for such adjustments)
IIl. QUESTIONS AND ANSWERS under the plan prior to the effective datdased on the employee’s age at the time of
Q-1: What is the effective date of the regf the repeal? _ _ commencement. I.n the case of a form of
peal of § 415(e) of the Code by § 1452( 3CA defmed benefit plan may prowdebenef!t that is subject to § 4.17(e)(3), the
of SBIPA? or benefit increases to reflect the repedenefit payable for any limitation year be-
A-1: In accordance with § 1452(d)(1) ofof 8 415(e) for a current or former emginning on or after the effective date of
SBJPA, § 415(e) of the Code is repealeB'Oyee who has-commenced peneﬂtthe repeal of § 415(e) for the plan may be
effective as of the first day of the first lim-under the plan prior to the effective daténcreased by an amount that is actuarially
itation year beginning on or after Januaryf the repeal of § 415(e) for the plan, bugquivalent to the amount of increase tha_t
1, 2000. With respect to limitation years?”'y if th.e. empleyee or former employeecould have been provided had the benefit
beginning on or after January 1, 2000, ¥ @ participant in the plan on or after thabeen paid in the form of a straight life an-
defined contribution plan will not fail to effective date. For this purpose, an emuity. Whether or not the form of benefit
satisfy § 415 solely because the annugloyee or former employee is a particiis subject to § 417(e)(3), benefits attribut-
additions for any participant for suchPant in the plan on a date if the employeable to limitation years beginning before
years exceed the pre-SBJPA § 415(e) linfr former employee has an accrued ben@anuary 1, 2000, cannot reflect benefit in-
itations. With respect to limitation yearsﬁt (other than an accrued benefit resultingreases that could not be paid for those
beginning on or after January 1, 2000, om a benefit increase that arises solelyears because of § 415(e). In addition,
defined benefit plan will not fail to satisfyas a result of the repeal of § 415(e)) oany plan amendment to provide an in-
§ 415 solely because the plan providetgat date. Thus, benefit increases to rerease as a result of the repeal of § 415(e)
that the benefit of any participant exceedfiect the repeal of § 415(e) cannot be prazan be effective no earlier than the effec-
the pre-SBJPA § 415(e) limitations. Ac-vided to current or former employees whaive date of the repeal of § 415(e) for the
cordingly, the pre-SBJPA § 415(e) limita-do not have accrued benefits under thglan. The following examples illustrate
tions will not limit the benefit of a partici- plan on or after the effective date of thehese principles:
pant in a defined benefit plan whoséepeal of 8 415(e) for the plan. However, Example 1:PlanM, a defined benefit plan, has a
benefit has not commenced as of the first a _c_urrent or former employee aCCru€R iendar plan year ahd limitation year. FMHB’ not
day of the first limitation year beginningadditional benefits under the plan thaj op-heavy plan during any relevant period. Under
on or after January 1, 2000. For rules resould have been accrued without regarelanMm, participants may elect to receive benefit dis-
garding the application of the pre-SBJPAo the repeal of § 415(e) (including benetributions either in the form of an annuity or a single
§ 415(e) limitations to a participant in dits that accrue as a result of a plafum: PlarM provides that benefits for retirees are
defined benefit plan whose benefit hasmendment) on or after the effective datgcreased as the dollar limitation is indexed under
415(d) of the Code. Plaalso provides that ben-
commenced as of that date, see Q&A-8f the repeal of § 415(e) for the plan, thegits will be limited to the extent necessary to satisfy
and 4. the current or former employee may rethe requirements of § 415(e). In order to reflect the
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§ 417(e)(3) change made by GATT, Plsinwas Example 2Assume the same facts asErample For purposes of the general test for
amended on January 1, 1995, effective as of thaf except that PlaM does not provide that benefits nondiscrimination in amount of contribu-
date, to substitute the applicable interest rate and thar retirees are increased as the dollar limitation iﬁons increased contributions allocated
applicable mortality table for the original plan rateindexed under § 415(d) of the Code, @dom- ! . . .
and the UP-1984 Mortality Table, respectively, tanenced distributions from Plavi in the form of ten  Under the terms of a defined contribution
compute single-sum benefits under the plan. Addequal annual installments commencing on Januag@lan due to the repeal of § 415(e) must be
tionally, PlanM was amended on July 1, 1998, ef-1, 1996. Accordingly, the § 415(b) limitation ¥8's  tgken into account in accordance with the
fective as of January 1, 1995, to apply the § 415(bpenefit in 1996 was $89,635 ($120,000 reduced fqrules of § 1 401(a)(4)—2(c)(2)(ii) for the
(2)(E) changes made by GATT and SBJPA to alearly retirement at age 56 and adjusted for the in—I f ) hich the i d all
benefits under the plan on or after the RPA 94 § 415tallment option). In order to comply with § 415(e),p an year for which the increased alloca-
effective date, as defined in Rev. Rul. 98—1, 1998-R's installment payment in 1996 was limited totlONS are made. For purposes of the gen-
I.R.B. 5. Under PlamM, early retirement benefits $71,707. Similarly, for the years 1997 througheral test for nondiscrimination in amount
and other opFionaI fprms of benefit are d_etermin(_ed999, P received installment pz_ayr_nents of $71,707 of benefits, increased benefits provided to
as the actuarial equivalents of a straight life annuiths of January 1, 200 has six installment pay- an emplovee under the terms of a defined
at normal retirement age using the applicable intements remaining. Because Plrdoes not provide _p y
est rate and applicable mortality table. For purposder cost-of-living adjustments under § 415(&)s benefit pllan due to th? repeal OT § 415(e)
of this example, the applicable interest rate for alix remaining installment payments under Plan Must be included as increases in the em-
relevant period_s _is assumet_:l to be 6 per_cent. are permitted to be_ increqsed, effective January ployee’s accrued benefit (within the
Pyvas a parqmpgnt both in Pla, an.d'ln PlarN, 2000, b)_/ the actuarial equivalent (spread over a p?’neaning of § 411(a)(7)(A)(i)) and the em-
a defined contribution plan, before retiring at the endod of six years) of the value of the increases in theIO ee's most valuable obtional form of
of 1995. P is unmarried and has a date of birth ofsingle life annuity that would have been payable be[? y P . o
January 1, 1940P's social security retirement age ginning on January 1, 2000 (i.e., the increase fro@@yment of the accrued benefit (within
is 66. P commenced receiving distributions from$43,802 to $54,753) P had elected a single life an- the meaning of § 1.401(a)(4)-3(d)(1)(ii))
PlanM in the form of a single life annuity on Janu-nuity rather than the installment payment option. in accordance with the rules of
ary 1, 1996, at age 56. The dollar limitation of 1.401 A)— nd m incl
§ 415(b)(1)(A) for 1996 was $120,00(R's com- If Plan M, however, was amended to?;n tﬁeocéfn)( Jta:fi((;jrzyo? b?)th ltf; ?lirm(z;lugrfg
pensation-based limit under § 415(b)(1)(B) waprovide for cost-of-living adjustments P
$150,000 for all relevant periods. Accordingly, the,nder § 415(d), effective January 1 ZOOanSt valuable accrual rates for any mea-
415(b) limitation forP’s benefit in 1996 was o T ' S i i
§ (b) limitati it i w e;penPs six remaining installiment pay_surement period that includes the plan

$54,753 ($120,000 reduced for early retirement > . i i
age 56). ments would be permitted to be increaseff &/ for which the increase occurs. If the

P's defined contribution fraction for 1996 was by the actuarial equivalent (spread over !gmtau_ons of § 415 are'ta'kerll into account
0.36. Therefore, in order to comply with § 415(e) iperiod of six years) of the value of the in!"! testing the plan for limitation years be-
the manner provided under the pl&@s benefitin  ~raases in the single life annuity thaPinning on or after January 1, 2000, those

PlanM was limited so thalP’s defined benefit frac- would have been payable beginning oHm|tat|ons must reflect the repeal of

tion was equal to 0.64 (1 minus 0.36). ThBS | . n§ 415(e)_
benefit in 1996 was limited to $43,802 (0.64 multi-January 1, 2000 (i.e., the increase fro

plied by the lesser of (A) 1.25 multiplied by $54,753543,802 to $61,597) P had elected a Sin- o_g. ¢ benefit increases are provided to
or (B) 1.4 multiplied by $150,000). gle life annuity rather than the installmeng, f |
The dollar limitation under § 415(b)(1)(A) in- - ployees and former employees under a
O payment option. Furthermore, PIdh 10 45 5 result of the repeal of § 415(e),

creased to $125,000 in 1997, and to $130,000 uld provide that each &fs six remain-
1998 and 1999. In 1997, because of the indexing §f°U 0 P how are the requirements of 88 1.401(a)-

the dollar limitation under Planl, P's benefit was NG installment payments under Pléh 4)-5 and 1.401(a)(4)-10 of the regula-
increased to $45,628. Similarly, in 1998 benefit are increased by the actuarial equivaleq(%lbnS satisfied?

was in_cregsed to $47,453. In 1999, because tr_]e d¢spread over six years) of the value of thﬁ-G' If benefit increases resulting from
lar I|m|tat|on was_ur_mhanged from 1998s benefit increases in the prior installment paymerﬁ_l : _
continued to be limited to $47,453. For purposes %hat would have been paid in the prior lim e repeal of § 415(e) are provided, as of

this example, it is assumed that the § 415(b)(1)(A) . _ the effective date of the repeal of § 415(e)
dollar limitation will be $135,000 in 2000. ltation years had the plan provided for inz

, _ . ) for the plan, to either (1) all current and
Effective January 1, 200®'s annuity payments creases in the installment payments to r

: ) . former employees who have an accrued
under PlarM are permitted to be increased to a maxflect the increases under § 415(d). b " dp yh an diatelv bof
imum annuity benefit of $61,597 ($135,000 reduced enefit under the plan immediately before

for early retirement at age 56). However, no inQ-5: How will a plan that takes into ac-the effective date of the repeal of § 415(e)
crease irP’s benefit'is 'peljmitted to reflect the diﬁ‘?r'_count the repea| of § 415(6) as of the f",gpr the p|an' or (2) all emp|0yees partici-
ence between the limitation of § 415(b) and the I|m|Ejay of the first limitation year beginning pating in the plan that have one hour of

tation of § 415(e) in prior limitation years. ! . .
Alternatively, if PlanM had not provided that ON Or after January 1, 2000, satisfy th&ervice after the effective date of the re-

benefits for retirees are increased as the dollar impondiscrimination in amount of benefitspeal of § 415(e) for the plan, through the
tation is indexed under § 415(d) of the Code, butequirement? adoption of a plan amendment, then the
was amended to provide for such increases effectivg_g- a plan that uses the safe harbor antiming of such an amendment satisfies the

for the limitation year beginning January 1, 2000 . ; .
P's benefit could be increased from $43,802 (th akes into account the repeal of § 415(équIrements of § 1'401(a)(4) 5 of the

benefit without adjustment for increases in theéS Of the first day of the first limitationregulations, and the requirements of
§ 415(b)(1)(A) dollar limitation) to $61,597, plus year beginning on or after January 1§ 1.401(a)(4)-10(b) of the regulations are
the annual amount that is actuarially equivalent t2000, will not fail to satisfy the unifor- satisfied. In addition, if benefit increases
lt_he_ $9,128 that could h?"e been pagd in the prighjty requirements of §§ 1.401(a)(4)—2(bjre provided, as of the effective date of
fg:'tleggognaﬁagg)l f;f th(;r ;227&3& d jj’ }2% eenaecfﬁ;r 1.401(a)(4)—3(b)(_2) merely_ because ththe repeal of § 415(e) for the _plan,_to ei-
increases to reflect the cost-of-living increases undéePeal of 8 415(e) is taken into accourther of the two groups described in the

§ 415(d). under the plan. preceding sentence through the operation
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of the plan’s existing provisions, then theéhe benefit increase). The following is ardoes not exceed the limitations under
requirements of 88 1.401(a)(4)-5 an@&xample of language that could be useg@l 415, but that does exceed the pre-
1.401(a)(4)-10(b) of the regulations ardoy a plan sponsor, on an interim or permé&BJPA 8§ 415(e) limitations, in an unallo-
satisfied. nent basis, in amending a defined benefiiated suspense account as an excess an-
If benefit increases due to the repeal gilan that would otherwise provide for anual addition. Similarly, a qualified cash
8§ 415(e) are provided only to a certaibenefit increase due to the repeal odr deferred arrangement could not pro-
group of current or former employees no§ 415(e), to retain the effect of the previde that the provisions of § 1.415—
described in the preceding paragrapBBJPA § 415(e) limitations in determin-6(b)(6)(iv) would be applied to permit the
through the adoption of a plan amending a participant’s accrued benefit undedistribution of elective deferrals that do
ment, or if a plan amendment to reflecthe plan (without failing to satisfy not exceed the limitations under § 415,

the repeal of § 415(e) is effective as of & 411(d)(6)):

later date than the effective date of the re-
peal of § 415(e) for the plan, then the tim-
ing of such an amendment (considered in
conjunction with the effect of the repeal

of § 415(e)) must satisfy a facts-and-
circumstances determination under
§ 1.401(a)(4)-5(a)(2) of the regulations,

and the requirements of § 1.401(a)(4)-10
must be applied.

Q-7: May a plan be amended to limit the
extent to which a participant’s benefit

would otherwise automatically increase

under the terms of the plan as a result of
the repeal of § 415(e)?

A-7: Yes, a plan may be amended to limit
the extent to which a participant’'s benefit

would otherwise automatically increase

but that exceed the pre-SBJPA § 415(e)

Effective as of the first day of thelimitations. See Q&A-10 for a descrip-
first limitation year beginning on or tion of the effects that the continued ap-
after January 1, 2000 (the “Effective Plication of the pre-SBJPA § 415(e) limi-
Date”), and notwithstanding any tatlon_s may haye on the requwe_ments for
other provision of the Plan, the ac-hondiscrimination testing. Additionally,
crued benefit for any participant if a participgnt’s_ annual additions_ to a de-
shall be determined by applying thdined cpntrlbunon _plan result in a de-_
terms of the Plan implementing the"T€ase in the_ part|C|pan_t’s accrued benefit
limitations of § 415 as if the limita- under a defined benefit plan (under the
tions of § 415 continued to includeterm_s of both plans), the relief pr_eviously
the limitations of § 415(e) as in effecProvided under Q&A G-10 of Notice 83~
on the day immediately prior to thel0: 1983-1 C.B. 536 no longer applies,
Effective Date. For this purpose, the?nd such a reduction would violate § 411.
defined contribution fraction is set 1 ne qualification issues described in
equal to the defined contributiontis Q&A-8 may arise whenever a lower

fraction as of the day immediately"mitation is applied under a plan in lieu
prior to the Effective Date. of a statutory § 415 limitation that applies

for the limitation year. For example, the

under the terms of the plan as a result @-8: Are there qualification requirementscg s described in this Q&A-8 may arise
the repeal of § 415(e). However, sethat may not be satisfied if a plan continy o |ower limitation is applied under a
Q&A-8 for certain qualification require- ues to limit benefits after the first day Ofplan as a result of using a definition of
ments that may be affected by such athe first limitation year beginning on O compensation that is not within the mean-
amendment. A plan sponsor may wish tafter January 1, 2000, using the Prehg of § 415(c)(3), as amended by SBJPA.
make a plan amendment to preclude @BJPA § 415(e) limitations? Q&A-9 provides § 7805(b)(8) relief that
benefit increase that would otherW|seA-_8: There are some quahﬂgat'lon re-applies where a plan uses the pre-SBJPA
occur as a result of the repeal of § 415(&juirements that may not be satisfied for 8 415(c)(3) definition of compensation in-
in order to provide time for the plan sponplan if the plan continues to limit benefitSg;iaaq of the current § 415(c)(3) definition.
sor to consider the extent to which a benafter the first day of the first limitation

fit increase relating to the repeal ofyear beginning on or after January 1Q-9: To the extent that a qualified defined
§ 415(e) should or should not be provide@000, using the pre-SBJPA § 415(e) limicontribution plan applies the rules in
at some later date consistent with all relgations. Any exception from the other§ 1.415-6(b)(6) with respect to excess an-
vant qualification requirements. A planwise applicable qualification rules that ismual additions, must the plan apply the
amendment to limit the extent to whichpermitted solely in order to satisfy therules in 8 1.415-6(b)(6) using a definition
such a benefit increase would otherwisenaximum limitations on contributions orof compensation within the meaning of
occur that is not both adopted prior tobenefits under § 415 with respect to a pag 415(c)(3) as amended by SBIJPA?

and effective as of, the first day of thdicipant does not apply if the participant'sA-9: For limitation years ending on or
first limitation year beginning on or aftercontributions or benefits are below thefter December 1, 1999, to the extent that
January 1, 2000, may fail to satisfylimitations of § 415. Thus, such an exa plan applies the rules in § 1.415—
§ 411(d)(6). Therefore, a plan amendeeption is not permitted where a plan lim6(b)(6), a defined contribution plan will
ment that is intended to limit such a benats benefits in a manner that is more renot satisfy the requirements of § 401(a)
fit increase should be both adopted priostrictive than required under § 415. Founless the rules of § 1.415-6(b)(6) are ap-
to, and effective as of, the first day of theexample, at any time on or after the firsplied using a definition of compensation
first limitation year beginning on or afterday of the first limitation year beginningwithin the meaning of § 415(c)(3) as
January 1, 2000 (even though the plaon or after January 1, 2000, a qualifie@mended by SBJPA. However, for limita-
could be later amended during the plan'defined contribution plan could not pro-tion years ending on or before November
remedial amendment, at the option of theide that the provisions of § 1.415-6(b)(630, 1999, pursuant to § 7805(b)(8), the
plan sponsor, to retroactively provide fowould be applied to place an amount tha&ervice will not treat a defined contribu-
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tion plan as failing to satisfy the require-January 1, 2000 (whether the increase & 415(b)(4)(B) affected by the repeal of
ments of § 401(a) merely because thiabilities under the terms of the plan§ 415(e)?
rules in § 1.415-6(b)(6) are applied usingrises pursuant to a plan amendment, &-13: No. Section 415(b)(4)(B) gener-
a definition of compensation within thepursuant to existing plan provisions, e.gally provides that the limitation on bene-
meaning of § 415(c)(3) prior to its amendwhere benefits automatically increase afts under a defined benefit plan under
ment by SBJPA. of the effective date of the repeal o® 415(b) with respect to a participant can-
] § 415(e) for the plan). Accordingly, anynot be less than $10,000, but only if the
Q-10: How may a plan that continues tqmortization base that is establishedmployer has not at any time maintained a
limit benefits after the first day of the firstnger § 412 for an increase in liabilitieddefined contribution plan in which the
limitation year beginning on or after Januynger a plan resulting from the repeal oparticipant participated. The statutory
ary 1, 2000, using the pre-SBJPA 8 415(8 415(e) must have an amortization peprovision repealing § 415(e) did not mod-
limitations, satisfy the nondiscriminationyioq of 30 years. A plan amendment thaify § 415(b)(4)(B). Accordingly, the re-
in amount of benefits requirement? makes the repeal of § 415(e) effective foquirements of § 415(b)(4)(B) are unaf-
A-10: A plan does not fail to satisfy they plan cannot be taken into account fdected by the repeal of § 415(e).
uniformity requirements of 88§ 1.401(a)-purposes of § 412 prior to the effective _
(4)-2(b) or 1.401(a)(4)-3(b)(2) merelygate of the repeal of § 415(e) for the pIanQ'lA': How will the repeal of § 415(e) af-
because the limitations under § 415 are fect the regulations relating to § 403(b)?
taken into account under the safe harb@-12: What is the effect of the repeal oA-14: Under § 415(c)(4)(D) and the regu-
requirements. The continued applicatio® 415(e) on an “old-law benefit” definedlations regarding the exclusion allowance
of the pre-SBJPA § 415(e) limitations forin Q&A-12 of Rev. Rul. 98-1, 1998-2 under § 403(b)(2), an employee may elect
a plan year after the effective date of theR.B. 5? to have the provisions of § 415(c)(4)(C)
repeal of § 415(e) for a plan would causé&-12: Under Q&A-13 of Rev. Rul. 98-1, apply for a taxable year. If the employee
the plan to fail to satisfy the uniformitya participant’s old-law benefit under aso elects, the employee’s exclusion al-
requirements for the otherwise applicablglan is determined as of a specified freezewance is the maximum amount under
nondiscrimination in amount safe harbordate that precedes the final implementd 415 that could be contributed by the em-
However, if a plan limits benefits at anytion date for the plan. Under Q&A-15 ofployer for the benefit of the employee if
time on or after the first day of the firstRev. Rul. 98-1, a participant’s old-lawthe annuity contract for the benefit of the
limitation year beginning on or after Janubenefit cannot increase after the particemployee were treated as a defined con-
ary 1, 2000, using the pre-SBJPA § 415(gant’s freeze date. Under Q&A-12 oftribution plan maintained by the em-
limitations for highly compensated em-Rev. Rul. 98-1, the final implementationployer.  The fourth sentence of
ployees (but not for nonhighly compen-date for the plan cannot be later than th& 1.403(b)-1(d)(5) provides that the rules
sated employees), the plan will not fail tdirst day of the first limitation year begin- under § 415(e) apply where such an elec-
satisfy the uniformity requirements anching after December 31, 1999. Becaus#on is made. Section 1504(b) of the Tax-
thus will not fail to satisfy a nondiscrimi- the freeze date must precede the final inpayer Relief Act of 1997, Pub. L. 105-34,
nation in amount safe harbor merely beplementation date, the latest possiblprovides that regulations regarding the
cause of this limited application of thefreeze date under a plan is the day befoexclusion allowance under § 403(b)(2) of
pre-SBJPA § 415(e) limitations. Sedhe first day of the first limitation year be-the Code shall be modified to reflect the
8§ 1.401(a)(4)-2(b)(4)(v) and 1.401(a)ginning after December 31, 1999. Thusepeal of § 415(e). Accordingly, the
(4)-3(b)(6)(x) of the regulations. the latest possible freeze date for a plan @ommissioner intends to modify the reg-
If a plan continues to limit benefits onthe day before the effective date of the railations such that the fourth sentence of
or after the first day of the first limitation peal of § 415(e) for the plan. As a resul§ 1.403(b)-1(d)(5) does not apply after the
year beginning on or after January 1the repeal of § 415(e) generally will havesffective date of the repeal of § 415(e).
2000, using the pre-SBJPA § 415(e) limino effect on the amount of a participant’s
tations, the annual additions or accruedld-law benefit, as the old-law benefit' V- EFFECT ON OTHER DOCUMENTS
bene_fits that are taken into account in_pgwould be determined prior to the effective Notice 83-10 is modified.
forming the general tests for nondiscrimidate of the repeal of § 415(e) for the plan.
nation in amount of contributions or beneNevertheless, if the old-law benefit for a&v. DRAFTING INFORMATION
fits must reflect the plan provisions thaparticipant in a defined benefit plan was o . o
limit benefits in this manner. reduced during the period between the Th€ Principal author of this notice is

_ freeze date and the effective date of thi¥artin Pippins of the Employee Plans Di-
Q-11: How is the repeal of § 415(e)repeal of § 415(e) for the plan because §fSiON- For further information regarding

treated under the plan for purposes of,n,al additions credited to a partici-this notice, contact the Employee Plans
§ 4127 pant's account in an existing defined conPivision’s taxpayer assistance number at
A-11: For purposes of § 412, any increasgjption plan, the old-law benefit may in-(202) 622-6076 (not a toll-free number)

in the liabilities of a plan as a result of the..a55e to the freeze-date level as of tHEtween the hours of 2:30 p.m. and 3:30
repeal of 8§ 415(e) must be treated as Oggfective date of the repeal of § 415(e) foP:M-» Eastern Time, Monday through

curring pursuant to a plan amendment efp,o plan. Thursday. Mr. Pippins’telephone number
fective no earlier than the first day of the is (202) 622-7863 (also not a toll-free

first limitation year beginning on or afterQ-13: Are the requirements ofnumber).
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Part IV. Items of General Interest

Notice of Proposed Rulemaking ing submissions, Michael Slaughtercomments on the clarity of the proposed
by Cross Reference to (202) 622-7180 (not toll-free numbers). regulations and how they can be made
Temporary Requlations easier to understand. All comments will

porary =eg SUPPLEMENTARY INFORMATION:  pe available for public inspection and

Furnishing Identifying Number copying. A public hearing may be sched-

Background .
of Income Tax Return Preparer uled if requested by any person who
Temporary regulations in the Rules antimely submits comments. If a public
REG-105237-99 Regulations section of this issue of théearing is scheduled, notice of the date,

Federal Register (64 F.R. 43910) time, and place for the hearing will be
amends the Income Tax Regulations (2published in thé-ederal Register.

CFR part 1) relating to section 6109. Th%raftin Information
ACTION: Notice of proposed rulemak-temporary regulations provide that an in- g

ing by cross reference to temporary reg:0me tax return preparer who is an indi- The principal author of these regulations

lations. vidual may furnish either a social securitys Andrew J. Keyso, Office of Assistant
number or an alternative identifying nUmnief Counsel (Income Tax & Account-

SUMMARY: The IRS is proposing regu-ber to satisfy the requirements of sectiopyq)  However, other personnel from the

lations relating that allow income tax re-6109(a)(4). The text of those regulationgrg and Treasury Department participated

turn preparers to elect an alternative talso serves as the text of these proposggeir development.

their social security number (SSN) forregulations. The preamble to the tempo-

purposes of identifying themselves on rerary regulations explains the temporary *

turns they prepare. The text of the tempgegulations and these proposed regul

rary regulations T.D. 8835, page 317, alstions.

serve as the text of these proposed regulg

tions. The regulations affect individual

preparers who elect to identify themselves |t has been determined that this notic
using a number other than the SSN.  of proposed rulemaking is not a signifi—EART 1—INCOME TAXES

cant regulatory action as defined in Exec- paragraph 1. The authority citation for

utive Order 12866. Therefore, a regulapart 1 continues to read in part as follows:
{Sry assessment is not required. It also Authority: 26 U.S.C. 7805 * * *

hearing must be received by Novembey,q heen determined that section 553(b) par. 2. In §1.6109-2, is amended by re-
10, 1999. of the Administrative Procedure Act (5Vising paragraphs (a) and (d) to read as

ADDRESSES: Send submissions to?-S-C- chapter 5) does not apply to thesgjiows:

) i ) regulations, and because these regulations
:DOM: RP:R (REG-105237- . . . . S .
rcoimgzzgolnternefl RerenCLSe Zer\?igc)édo not impose a collection of information§1.6109-2 Furnishing identifying number
POB 7604, Ben Franklin Station, Washﬁ n sAn;?II(Se nLtjltgaséththetg;rlaéc))r)égg-}sXIEg—tOf ncome tax return preparer.
ington, DC 20044. Submissions may be&Y D P (a) [The text of this proposed para-
hand delivered Monday through Fridayapply' Pursuant to section 7805(f) of the raph (a) is the same as the text of
nternal Revenue Code, this notice of prog P

between the hours of 8 a.m. and 5 p.m. to: e§1,6109_2T(a) published in T.D. 8835.]

CC:DOM:CORP:R (REG—105237—99),2??efd Cru'ema:"fng X’g' be SUbr?':Ledéo th"
Courier’s Desk, Internal Revenue Ser—B 1€ ou:ze_o_rt t\_/oca;cyo € rtna oEow R
vice, 1111 Constitution Avenue, NW, usiness Administration for comment on

Washington, DC. Alternatively, taxpayersIts impact on small business.

AGENCY: Internal Revenue Service
(IRS), Treasury.

* k k%

Elgroposed Amendments to the Regulations

Accordingly, 26 CFR part 1 is pro-

pecial Analyses posed to be amended as follows:

DATES: Written or electronically gener-
ated comments and requests for a publ

(d) [The text of this proposed para-
graph (d) is the same as the text of

may submit comments electronically viacomments and Requests for a §1.6109-2T(d) published in T.D. 8835.]
the Internet by selecting the “Tax Regspyplic Hearing

option on the IRS Home Page, or by sub- Robert E. Wenzel,
mitting comments directly to the IRS In- Before these proposed regulations are Deputy Commissioner
ternet site at http://www.irs.ustreas.govhdopted as final regulations, considera- of Internal Revenue.
tax_regs/regslist.ntml. tion will be given to any written com-

ments (a signed original and eight (Sgiled by the Office of the Federal Register on Au-

. . t 11, 1999, 8:45 a.m., and published in the i
FOR FURTHER INFORMATION CON- copies) and electronic comments that a utshe Federal Regis?e:nfora:ugzit I152 e19|9n9 664'!8:.5;.e
TACT: Concerning the regulations, An-submitted timely to the IRS. The IRS andzggg)

drew J. Keyso, (202) 622-4910; concernfreasury Department specifically request
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Consolidated Returns, the language “M are each common pamre each the common parent of a consoli-
Limitations on the Use of ents of a” is corrected to read “M are eactated group. During Year”.
Certain Losses and Deductions: the common parent of a”. 10. On page 36110, column 3,
3. On page 36103, column 3, §1.150281.1502—-21(c)(2)(viii), paragraph (i) of
15(d), paragraph (vii) dExample 4.lines Example 2.lines 2 and 3, the language
Announcement 99-86 6 and 7, the language “determining théof the stock of S, T, Pand M. P and M
SRLY limitation for these additional are each common parents of a consoli-
AGENCY: Internal Revenue Service|psses in Year 4 (or any” is corrected talated” is corrected to read “of the stock
(IRS), Treasury. read “determining the SRLY limitation of S, T, P, and M. P and M are each the
for this additional loss in Year 4 (or any”. common parent of a consolidated”.
4 & 5. On page 36104, column 3, 11. On page 36111, column 1,

SUMMARY: This document contains§1'1502_15 paragraph (g)(4)(i) an®1.1502-21(c)(2)(viii), paragraph (i) of
corrections to T.D. 8823. 1999—29 I.R.B.(g)(4)(”) are corrected to read as follows:Example 3.lines 2 and 3, the language

. : . “the stock of S, T, Pand M. S, P and M
34, which were published in tifeederal g1 1502-15 SRLY limitation on built-in

. ; h common parents of a consoli-
Registeron Friday, July 2, 1999, (64 F.R.|gsses. are efl_C s
36092), relating to consolidated returns dated” is corrected to read “the stock of S,

Correction

ACTION: Correction to final regulations.

and limitations on the use of certain losses Xoxoxox o T, P and M. 'S, P, and M are each the
and deductions. (g) *** common parent of a consolidated”.
(4) *** 12. On page 36112, column 3,
DATES: This correction is effective July (i) All members of the SRLY subgroup31-1502-21(9)(5), paragraph (i) Bkam-
2, 1999. with respect to those built-in losses ar8/€ 4. liné 3, the language “for 6 years.
also included in a loss subgroup (as d&°F Year 6, T has an net operating” is cor-
FOR FURTHER INFORMATION CON- finadiin §1.1502-91(d)(2)): and rected to read “for 6 years. For Year 6, T

TACT: Jeffrey L. Vogel or Marie Milnes- (ii) All members of a loss subgroup (a;nas a net operating”.
Vasquez at (202) 622-7770 (not a toll-fregafined in §1.1502-91(d)(2)) are also 13. On page 36112, column 3,

number). members of a SRLY subgroup with re-31-1502-21(g)(5), paragraph (i) Bkam-
spect to those built-in losses. ple 5, line 5, the language “unrelated to
SUPPLEMENTARY INFORMATION: P A, owns all of the stock of P, the” is cor-
*oxox ok X rected to read “unrelated to Individual A,
Background

6. O 36105. col 181 15020Wﬂs all of the stock of P, the”.
The final regulations that are subject t ) 6” pagr]e aoh ;/c?ﬁl:(mrr:] I' §l .th — 14. On page 36113, cglumn 3,
these corrections are under section 152 9)(6): paragraph (v) d@ixample 1.the g1 1507_1(g)(5), paragraph (i) Bkam-

of the Internal Revenue Code. ast line in the paragraph, the.Ianguaqﬁe 9, line 11, the language “Individual
and the application of the section 382"y January 1 of Year 3, M” is cor-

Need for Correction is corrected to read “and the applicatiorr‘nected to read “Individual A. On Decem-

of section 82.". ”
. . . ber 31 of Year 2, M".
As published, final regulations (T.D. 7. on page 36105, column 1, §1.1502- ;& o page 36113, column 3

that may prove to be misleading and arge |ast line in the paragraph, the languaggy e 9, lines 1 tr,1rough 3, the language

in need of clarification. “recognized with the recognition period."«q\ys january 1 purchase of 51% of Pis a

Correction of Publication Is corrected to read “recognized withiection 382 event because it results in an
Accordinglv. th lica i the recognition period.”. ownership change of S and T that gives

ccordingly, the publication of the rise” is corrected to read “M’s December

. ; : 1.1502-21 [Corrected

final regulatlons (T.D. 8823), which .were§ [ ] 31 purchase of 51% of P is a section 382

the subject of F.R. Doc. 99-16161, is cor- g on page 36109, column 2, §1.1502event because it results in an ownership

rected as follows: 21(c)(2), line 13 from the bottom of thechange of the S loss subgroup that gives

1. On page 36095, column 3, in thgytroductory text, the language “(the for-rise”.
preamble under the heading, Built-inger group), or for a carryover” is cor- 16. On page 36113, column 3,
Losses, line 2 from the bottom of th&ecied to read “(the former group)81.1502-21(g)(5), paragraph (v) Bk-
paragraph, the language “latter or thgnether or not the group is a consolidatedmple 9, lines 1 through 3, the language

SRLY e\‘/‘ent or section 382" is correctedy qup, or for a carryover”. “Because the SRLY event and the change
to read ”Iatter of the SRLY event or sec- g on page 36110, column 1, §1.1502date of the section 382 event occur on the
tion 382" 21(c)(2)(viii), paragraph (i) oExample same date and the SRLY subgroup and
§1.1502-15 [Corrected] 1, lines 2 and 3, the language “S, T antbss” is corrected to read “Because the

M. P and M are each common parents @RLY event occurred within six months
2. On page 36103, column 1, 81.1502a consolidated group. During Year” isof the change date of the section 382
15(d), paragraph (i) dexample 3.line 3, corrected to read “S, T, and M. P and Mevent and the SRLY subgroup and loss”.
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81.1502-23 [Corrected] Association of North Carolina Big

Brothers-Big Sisters Agencies,
17. On page 36116, column 1, Greenshoro. NC

§1.1502-23(d)(1), second line from thes,chpridge Limited a Non Profit
bottom of the paragraph, the language Corporation, Riverside, CA
“consolidated return is taxable years is” ig 5 nabas. Beatrice. NE

corrected to read “consolidated return is"geta Pi Boule Inc. Harrisburg, PA
_Cynthia E. Grigsby, Bethea Institute for Research on the
Chief, Regulations Unit,
Assistant Chief Counsel (Corporate). ¢

(Filed by the Office of the Federal Register on JuIyBUddha Dharma Kyokai Society Inc.,

30, 1999, 8:45 a.m., and published in the issue of the Emerson’ NJ .
Federal Register for August 2, 1999, 64 F.R. 41783Cardinal Scholarship Fund, North

Plainfield, NJ
Children of Hope, Inc., Brandon, VT
Cognitive Developmental Institute for

Youth Incorporated, Osceola, IN
Concerned About Recovery Education,
Announcement 99-87 Inc., Santa Rosa, CA

The following organizations haveCooperative Service League, West
failed to establish or have been unable to Chester, OH
maintain their status as public charities o€ouncil Valley Volunteer Fire Fighters
as operating foundations. Accordingly, Association, Inc., Council, ID
grantors and contributors may not, afte€reative Educational Learning Inc.,
this date, rely on previous rulings or des- Philadelphia, PA

Foundations Status of Certain
Organizations

ignations in the Cumulative List of Orga-Creative Mountain Incorporated, Salida,

nizations (Publication 78), or on the pre- CO

sumption arising from the filing of noticesCrossing the Bridge, Inc., Houston, TX
under section 508(b) of the Code. Thi®iversity Business Development
listing doesnotindicate that the organiza- Network, Bellevue, WA

tions have lost their status as organizadomestic Violence Emergency Services

tions described in section 501(c)(3), eligi- of Grant County Ind., Ulysses, KS

ble to receive deductible contributions. Edlo Charities Inc., Eagle Rock, VA
Former Public CharitiesThe following Education-Yours, Inc., Chagrin Falls,

organizations (which have been treated as OH

organizations that are not private foundaglder Circle Inc., Scarborough, MA

tions described in section 509(a) of thEmma R. Webster Trust UA-Utica

Code) are now classified as private foun- 2-2596-0, Buffalo, NY

dations: Energy America Education Fund Inc.,
Affordable Housing Alliance Inc., Irvine,  Warner, NH

CA Estonian-Revelia Academic Fund, Inc.,
Ahepa Hellenic Center, Dayton, OH Bowie, MD

Amandla Community Development
Corporation, Detroit, Ml

American Friends of Netivot Family
Institute Inc., Flushing, NY

American Help Network, Inc.,
Middletown, NY

American Hope Foundation, Irvington,

Eubank Elementary Parent Teacher
Student Organization,

Fleming Providercare, Inc., Baltimore,
MD

Freedoms Way Inc., Stem, NC

Friends of Karayan Inc., Jamaica, NY

FSL Corporation, Morrisville, VT

NJ Georgia Center for Community
American Spirit Foundation, Beverly Empowerment, Atlanta, GA
Hills, CA Gods Glory Land, Inc., Winchester, VA

Ancient Cities, Ancient Eyes, Inc., Grand Valley Public Radio Company,
Redondo Beach, CA Grand Junction, CO

Apostles of Christ-A-Confraternity of the Greater Grace Downriver Community
Faithful, Oakland, CA Service Corporation, Taylor, Ml

Applewick Sports Fitness Corp.,

Hamilton, OH MD
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Industrial Tribology Institute, Inc.,
Austin, TX

In His Footsteps Ministries, Inc.,
Lexington, OK

Interamerican Health and Education
Foundation, San Antonio, TX

Intergenerational Community Action
Network, Pacific Grove, CA

Transformation of Humanity, Boulder, Jos House Inc., Houston, TX

Kent Bramlett Foundation, Inc.,
Nashville, TN

Life Improvement Inc., Cleburne, TX

Living Water Ministries, Inc.,
Tonawanda, NY

Long Island Sickle Cell Support Group
Inc., Bay Shore, NY

Manitou Park Affordable Housing
Development Corporation
Incorporated, Newark, NJ

Mena Area Historic Museum Trust,
Mena, AR

Minority Unity Foundation, Los Angeles,
CA

More Than Conquerors Inc., Lithonia,
GA

Nannie Berry Elementary Parent Teacher
Org PTO Hendersonville, TN,
Hendersonville, TN

Natchitoches Student Housing
Corporation, Shreveport, LA

National High School Football Hall of
Fame Foundation, Inc., Valdosta, GA

Native American Pedagogic Institute,
Bigfork, MT

Nautilus Malacology Institute, La Jolla,
CA

Neb Avrohom Chaim Foundation,
Brooklyn, NY

Network Housing Inc., Portland,OR

New Horizons Haven for Boys
Incorporated, Middletown, OH

Nicole Capuana Foundation, Rochester,
NY

Niota Flood Control Council, Niota, IL

North Pulaski Development &
Management, Inc., North Little Rock,
AR

Oakview Inc., Columbus, IN

Ohio Aerospace Council, Cleveland,
OH

Olatuniji International School for Life
Learning, Charlotte, NC

One Good Turn Inc., Sedona, AZ

Owatonna Youth Baseball Association
Inc., Owatonna, MN

Paramus Affordable Housing

Hope Development Company, Baltimore, Corporation, Paramus, NJ

Peer Inc., Revo, NV
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Pentecostal International Missions for
Christ, Inc., Cleveland, TN

Port Stephen Decatur, Decatur, AL

Prairie Fire Urban Rural Renewal Inc.,
Lincoln, NE

Sustainable Resource Development,
Bothell, WA

T & E, Inc., Cortaro, AZ

Texas Child Nutrition & Care
Corporation, Inc., Houston, TX

Project Barter Feed, Inc., Boynton BeachTexas Internal Medicine Educational

FL

Protect the Children, Salt Lake City, UT Ultimate Potential Fitness and Training

Public Housing, Inc., Gordo, AL

Rebuild Inc., St. Louis, MO

Renaissance Worldwide, Inc., San
Ramon, CA

A Second Chance-A Haven for Abuse-N-
Battered Women & Children,
Philadelphia, PA

Serving Humanity and Relief Effort Inc.,
North Logan, UT

Shakti Foundation for the Performing
Arts, Torrance, CA

Sierra County Eldercare Services, Truth
of Consequences, NM

S OHI, Glendale, AZ

Sun of Man, New York, NY
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Foundation, Austin, TX

Facility, Inc., Columbus, OH

United Helping Hands, San Diego, CA

USA Compete Inc., Greeley, CO

Utah Amateur Sports Foundation Inc.,
Bountiful, UT

Valley Multi Purpose Center, Inc., N.
Hollywood, CA

V I A Art Inc., New York, NY

Victory Over Addiction International
Inc., Stuart, FL

Vietnam Forum Foundation, Inc.,
Houston, TX

Westchester Jewish Historical Society
Inc., Scarsdale, NY

Wheels of Fire, Dallas, TX

334

Wiz Kids Enrichment Center, Rockford,

IL
Write to Change Inc., Clemson, SC
Yellow Breeches Creek Allance, Inc.,

Carlisle, PA
Youth Business League, Kansas City,

MO
Youth Educational Support Services,

Houston, TX

If an organization listed above submits
information that warrants the renewal of
its classification as a public charity or as a
private operating foundation, the Internal
Revenue Service will issue a ruling or de-
termination letter with the revised classi-
fication as to foundation status. Grantors
and contributors may thereafter rely upon
such ruling or determination letter as pro-
vided in section 1.509(a)-7 of the Income
Tax Regulations. It is not the practice of
the Service to announce such revised clas-
sification of foundation status in the Inter-
nal Revenue Bulletin.
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Definition of Terms

Revenue rulings and revenue procedurgdies to both A and B, the prior ruling isnew ruling does more than restate the
(hereinafter referred to as “rulings”) modified because it corrects a publishedubstance of a prior ruling, a combination
that have an effect on previous rulingposition. (Compare witlamplifiedand of terms is used. For examplmodified
use the following defined terms to deelarified, above). and supersededlescribes a situation
scribe the effect: Obsoleteddescribes a previously pub-where the substance of a previously pub-
Amplified describes a situation wherelished ruling that is not considered detertished ruling is being changed in part and
no change is being made in a prior pubminative with respect to future transacis continued without change in part and it
lished position, but the prior position istions. This term is most commonly useds desired to restate the valid portion of
being extended to apply to a variation oin a ruling that lists previously publishedthe previously published ruling in a new
the fact situation set forth therein. Thustulings that are obsoleted because afiling that is self contained. In this case
if an earlier ruling held that a principlechanges in law or regulations. A rulingthe previously published ruling is first
applied to A, and the new ruling holdsmay also be obsoleted because the sutmodified and then, as modified, is super-
that the same principle also applies to Bstance has been included in regulatiorseded.
the earlier ruling is amplified. (Comparesubsequently adopted. Supplementeds used in situations in
with modified below). Revokedlescribes situations where thavhich a list, such as a list of the names of
Clarified is used in those instancegosition in the previously published rul-countries, is published in a ruling and
where the language in a prior ruling isng is not correct and the correct positiothat list is expanded by adding further
being made clear because the languagebeing stated in the new ruling. names in subsequent rulings. After the
has caused, or may cause, some confu-Supersededescribes a situation whereoriginal ruling has been supplemented
sion. It is not used where a position in éhe new ruling does nothing more tharseveral times, a new ruling may be pub-
prior ruling is being changed. restate the substance and situation oflshed that includes the list in the original
Distinguisheddescribes a situation previously published ruling (or rulings).ruling and the additions, and supersedes
where a ruling mentions a previouslyThus, the term is used to republish undell prior rulings in the series.
published ruling and points out an esserthe 1986 Code and regulations the same Suspendeds used in rare situations to
tial difference between them. position published under the 1939 Codshow that the previous published rulings
Modified is used where the substancand regulations. The term is also usedill not be applied pending some future
of a previously published position iswhen it is desired to republish in a singlaction such as the issuance of new or
being changed. Thus, if a prior rulingruling a series of situations, names, etcamended regulations, the outcome of
held that a principle applied to A but nothat were previously published over a pecases in litigation, or the outcome of a
to B, and the new ruling holds that it apfiod of time in separate rulings. If theService study.

H H E.O—Executive Order. PHC—Personal Holding Company.
Ab b revi atl ons ER—Employer. PO—Possession of the U.S.
The following abbreviations in current use and for-ER|sA—Employee Retirement Income Security Act.PR—Partner.
réwue”rgi::.sed will appear in material published in theEX—Executor. PRS—Partnership.

B F—Fiduciary. PTE—Prohibited Transaction Exemption.
A—Inleldufe\I. FC—Foreign Country. Pub. L—Public Law.
Acq.—Ac.qwescence. FICA—Federal Insurance Contribution Act. REIT—Real Estate Investment Trust.
B—Inleldu.a.I. FISC—Foreign International Sales Company. Rev. Proc—Revenue Procedure.
BE—Beneficiary. FPH—Foreign Personal Holding Company. Rev. Ruk—Revenue Ruling.
:ﬁlé—a:;.ard of Tax Appeals. F.R—Federal Register. S—Subsidiary.

C —individual. FUTA—Federal Unemployment Tax Act. S.P.R—Statements of Procedral Rules.
C.B—Cumulative Bulletin. FX—Foreign Corporation. Stat—Statutes at Large.

CFR—Code of Federal Regulations. G.C.M—Chief Counsel's Memorandum. T—Target Corporation.

Cl—City. GE—Grantee. T.C—Tax Court.

COOP—Cooperative. GP—General Partner. T.D—Treasury Decision.

Ct.D—Court Decision. GR—Grantor. TFE—Transferee.

CY—County. IC—Insurance Company. TFR—Transferor.

D—Decedent. |.R.B—Internal Revenue Bulletin. T.l.R—Technical Information Release.
DC—Dummy Corporation. LE—Lessee. TP—Taxpayer.

DE—Donee. LP—Limited Partner. TR—Trust.

Del. Order—Delegation Order. LR—Lessor. TT—Trustee.

DISG—Domestic International Sales Corporation. M—Minor. U.S.C—United States Code.
DR—Donor. Nonacg—Nonacquiescence. X—Corporation.

E—Estate. O—Organization. Y—Corporation.

EE—Employee. P—Parent Corporation. Z—Corporation.
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